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MAKHADO local municipality 

0,7 . 

-ting Officer's ResponsIbmU esandAppro^. 


riwww*...—-o - 

—- " 4 AM mm 56 of 2003), to maintain adequate 

The accountH^jafficer^ ^ttafcoritemt 

accounting records and is respo resDonsibility of the accounting officer to results of its operations and cash 

SKSE 5£2Z S-K « •*“*" ” ** ""” al 

flows for the penod then «nded_ ^ t0 a || financial records and related da a. 

statements and was given unrestricted a c, andflrd s of Generally Recognised Accounting 

The annua, financial ff^s^ 

‘ 0ROT inc “" 9 ___ «««* - «— * 


r=r-r-—-—--—* 

reasonable and prudent judgements and financial control established by 

_a_».. r A Annncihk> forth© system of intern _ orfAuntina 


(.awiwb, 

ss^sSssau » 

error or deficit in a cost effective and adequate segregation of duties toens ccep^ highest ethical 

defined framework, effecUve^rtSSif^nd » employees are masonabte dmurr^tanles is above 

riirR«g s^^ ~g&s sttkis 

•» «*** ma " a9e<, 

by ensuring that appropriate imrasrru«u. , 

predetermined procedures and constraint . . manaoe ment that the system of 

ssr sa ss£ ZZ& sT" tjss. 
T-V s < f » 'szszezz 

ttSZ2SZSSiX-~ _ 

Although th. accounting «. A *-% ■ *> - — ■*" " " 

municipality’s external auditors. municiDalitv’s annual financial 

fi to 79 which have been prepared on the going concern u 

Th. annual hnandai *-»»-; “"S 
approved by the accounting officer on 31 August 


M.J Kanwendo 

Acting Municipal Manager 


31 August 2017 


statement of Financial Positi onasataOJune^ 


Assets 

Current Assets 
Inventories 
Sundry debtors 

Receivables from non-exchange transactions 
Consumer debtors - Exchange transactions 
Consumer debtors - Non-exchange transactions 
Cash and cash equivalents 

Non-Current Assets 

Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 

Total Assets 


5 

6 
6 

7 


8 

9 

10 
11 


2017 

2016 

Restated* 

104,704,522 

22,861,251 

12,280,933 

42,160,021 

18,904,567 

103,329,310 

101,986,949 
4,395,634 
3,666,048 
39,611,362 
20,198,325 
117,988,249 

304,240,604 

287,846,567 

14,452,542 

1,654,197,728 

2,021,728 

2,160,329 

15,958,646 

1,717,705,295 

1,493,453 

2,160,329 

1,672,832,327 

1,977,072,931 

1,737,317,723 

2,025,164,290 


Liabilities 

Current Liabilities 
Borrowings 

Finance lease obligation 

Payables from exchange transactions 

VAT payable 

Consumer deposits 

Employee benefit obligation 

Unspent conditional grants and receipts 

Deferred income 


Non-Current Liabilities 

Borrowings 

Finance lease obligation 
Employee benefit obligation 
Provisions 

Total Liabilities 
Net Assets 
Accumulated surplus 


12 

13 

14 

15 

17 
19 

16 

18 


12 

13 

19 

20 


I, 677,214 1,506,887 

3,356,340 3,077,634 

130,738,323 105,408,253 

21,639,630 25,187,238 

II, 952,836 14,631,732 

3,376,039 4,227,068 

12,818,026 51,471,564 

99,165 80,899 


185,657,573 

205,591,275 


1,710,677 

6,982,704 

10,476,191 

107,619,136 

106,393,525 

7,797,074 

6,941,741 

122,398,914 

125,522,134 

308,056,487 

331,113,409 

1,669,016,444 

1,694,050,881 

1,669,016,444 

1,694,050.881 




Statement of Financial Performance^ 


Notes 


2017 


2016 

Restated* 



Revenue 

Revenue from exchange transactions 

Service charges 

Rental of facilities and equipment 
Interest received - outstanding debtors 
Licences and permits 
Other income 

Interest received - investment 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 
Property rates 

Transfer revenue 
Government grants & subsidies 
Fines, penalties and forfeits 

Total revenue from non-exchange transactions 
Total revenue 


Expenditure 

Employee related costs 

Remuneration of councillors 

Depreciation and amortisation 

Impairment of non cash generating assets 

Finance costs 

Debt Impairment 

Repairs and maintenance 

Bulk purchases 

General Expenses 


Total expenditure 
Operating surplus 

Loss on disposal of assets and liabilities 

roS"s.“«n, « »> — — 


(Deficit) surplus for the year 


21 

22 

34 

283,051,351 

368,210 

12,088,573 

17,648,309 

49,731,089 

9,729,198 

284,753,940 

317,795 

8,060,616 

8,910,301 

30,739,705 

7,213,850 


372,616,730 

339,996,207 

23 

57,987,154 

51,434,429 

24 

426,915,051 

501,749,322 

25 

6,770,709 

4,562,200 


491,672,914 

557,745,951 

25 

864,289,644 

897,742,158 


26 

27 

28 

29 

30 

31 

32 

33 


48 


(245,852,579) 

(23,076,187) 

(106,033,588) 

(11,692,271) 

(12,744,870) 

(48,782,216) 

(37,548,014) 

(198,262,205) 

( 155,860,129) 

(839,852,059) 

24,437,585 

(10,410,869) 

(3,850,483) 

(27,440,214) 

(41,701,566) 

(17,263,981) 


(237,672,655) 

(22,757,811) 

(105,978,604) 

(12,715.862) 

(13,558,263) 

(59,663,626) 

(39,496,178) 

(219,288,145) 

(16 4,380,564) 

( 875,511,708) 

22,230,450 

(394.648) 


(394,648) 

21,835,802^ 



* See Note 
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statement of Changes in NetAssets_ 


Balance at 01 July 2015 

Changes in net assets 
Surplus for the year 

Total changes 

Opening balance as previously reported 

Adjustments 

Prior year adjustments 

Balance at 01 July 2016 
Changes in net assets 
Surplus for the year 

Total changes 

Balance at 30 June 2017 


Accumulated 

surplus 

Total net 
assets 

1,672,215,079 

1,672,215,079 

21,835,802 

21,835,802 

21,835,802 

21,835,802 

1,694,050,894 

1,694,050,894 

(7,770,469) 

(7,770,469) 

1,686,280,425 

1,686,280,425 

(17,263,981) 

(17,263,981) 

(17,263,981) 

(17,263,981) 

1,669,016,444 

1,669,016,444 


* See Note 
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MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 

Cash Flow Statement 


Cash flows from operating activities 

Receipts 
Property rates 
Service charges 
Grants 

Interest on outstanding debtors 
Other income 
Traffic fines 


Payments 
Employee costs 
Remuneration of council 
Other payments 

Net cash flows from operating activities 
Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of investment property 
Proceeds from sale of investment property 
Purchase of other intangible assets 
Interest Income 

Net cash flows from investing activities 

Cash flows from financing activities 

Repayment of borrowings 
Finance lease payments 
Finance costs 

Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


37 


9 

9 
8 
8 

10 


2017 

2016 

Restated* 

49,372,269 

242,423,912 

388,261,513 

49,281,988 
6,770,709 

736,110,391 

48,556,920 

286,931,182 

454,267,828 

7,213,850 

56,716,210 

1,707,135 

855,393,125 

(245,477,997) 

(23,076,187) 

(364,263,521) 

(646,375,968) 

89,734,423 

(222.455.401) 
(22,757,811) 

(298,468,189) 

(543.681.401) 

311,711,724 

(87,444,274) 

(9,907,524) 

(671,111) 

(140,000) 

9,729,198 

(233,360,607) 

38,888 

(558,148) 

7,213,850 

(88,433,711) 

(226,666,017) 

(4,458,797) 

(11,500,854) 

(15,959,651) 

(1,300,179) 

(2,491,325) 

(12,135,358) 

(14,626,683) 

(14,658,939) 

117,988,249 

103,329,310 

70,419,024 

47,569,225 

117,988,249 


* See Note 
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Statement of Financial Performance 


Revenue 


Revenue from exchange 

transactions 

Service charges 

Rental of facilities and equipment 

Interest income 

Agency services 

Licences and permits 

Other income 

Contributed assets 

Interest received - investment 

Total revenue from exchange 

transactions 

Revenue from non-exchange 
transactions 

Taxation revenue 
Property rates 

Transfer revenue 
Government grants & subsidies 
Fines, Penalties and Forfeits 

Total revenue from non¬ 
exchange transactions 

Total revenue 


314,562,000 

479,000 

12,901,000 
23,662,000 
12,158,000 
11,068,000 
58,000,000 
4,035,000 

. 314,562,000 

479,000 
12,901,000 
23,662,000 
12,158,000 
11,068,000 
58,000,000 
4,035,000 

283,051,351 
368,210 
12,088,573 

17,648,309 
49,731,089 

9,729,198 

(31,510,649) 

(110,790) 

(812,427) 

(23,662,000) 

5,490,309 

38,663,089 

(58,000,000) 

5,694,198 

46 

46 

46 

46 

50 

46 

436,865,000 

. 436,865,000 

372,616,730 

(64,248,270) 


52,992,000 

52,992,000 

57,987,154 

4,995,154 

46 

438,668,000 
* 777 nnn 

438,668,000 

426,915,051 

(11,752,949) 

46 

’ 1 *777,000 

6,770,709 

4,993,709 

46 

493,437,000 

. 493,437,000 

. Q3O.302.000 

491,672,914 

864,289,644 

(1,764,086) 

(66,012,356) 



Expenditure 

Personnel 

Remuneration of councillors 

Depreciation and amortisation 

Impairment loss/ Reversal of 

impairments 

Finance costs 

Debt Impairment 

Repairs and maintenance 

Bulk purchases 

Contracted Services 

General Expenses 

Total expenditure 

Operating surplus 

Loss on disposal of assets and 

liabilities 

Loss on foreign exchange 


(277,990,000) 

(25,947,000) 

(125,678,000) 


(277,990,000) 

(25,947,000) 

(125,678,000) 


(245,852,579) 

(23,076,187) 

(106,033,588) 

(11,692,271) 


32,137,421 

2,870,813 

19,644,412 

(11,692,271) 


46 

46 

46 

46 


(13,365,000) 

(53,000,000) 

(243,842,000) 
(19,298,000) 
(163,521,000) 
(9 22,641,000) 
7,661,000 


(13,365,000) 

(53,000,000) 

(243,842,000) 
(19,298,000) 
(163,521,000) 
(9 22,641,000) 
7,661,000 


(12,744,870) 

(48,782,216) 

(37,548,014) 

(198,262,205) 

(155,860,129) 

( 839,852,059) 

24,437,585 

(10,410,869) 


620,130 

4,217,784 

(37,548,014) 

45,579,795 

19,298,000 

7,660,871 

82,788,941 

16,776,585 

(10,410,869) 


46 

46 


7,661,000 


(3,850,483) (3,850,483) 

- (14,261,352) (14,261,352) 

7,661,000 10,176,233 2,515,233 


Surplus before taxation 



MAKHADO LOCAL MUNICIPALITY 

Annual Finandal Statements for the year ended 30 June 2d 7 

see —nt of Comparison of Budge^ andAcUgtAr^unts - 

- iTpproveO Adjustments Final Budge. ,“^7 

budget baS j S budget and 

actual 

---7T - 7,661,000 10,176,233 


Actual Amount on Comparable 
k Presented in the 


Reference 


Budget and Actual 
Comparative Statement 





Statement of Financial Position 


Assets 

Current Assets 

Inventories 
Sundry debtors 

Receivables from non-exchange 

transactions 

Consumer debtors 

Cash and cash equivalents 


(7,202,478) 

22,861,252 



Non-Current Assets 
Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 

Total Assets 


27,190,000 

2,130,486,000 

1,152,000 


27,190,000 
. 2,130,486,000 
1,152,000 


14,452,542 

1,654,197,728 

2,021,728 

2,160,329 


(12,737,458) 

(476,288,272) 

869,728 

2,160,329 



Liabilities 
Current Liabilities 
Borrowings 

Finance lease obligation 
Payables from exchange 
transactions 
VAT payable 
Consumer deposits 
Employee benefit obligation 
Unspent conditional grants and 
receipts 

Deferred income 


1,346,000 
88,691,000 


1,346,000 

88,691,000 


I, 677,214 
3,356,340 

130,738,323 

21,639,626 

II, 952,836 
3,376,039 

12,818,026 


331,214 

3,356,340 

42,047,323 

21,639,626 

11,952,836 

3,376,039 

12,818,026 


46 



Non-Current Liabilities 
Finance lease obligation 
Employee benefit obligation 
Provisions 

Total Liabilities 
Net Assets 



Net Assets 


Net Assets Attributable to 
Owners of Controlling Entity 

Reserves 

Accumulated surplus 
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Mnual Financial Statements for the year ended 30 June AmOUntS 

Statement of Comparison of Bud getandA, ^tAmoi^-- 

-S..o«d Ad |U — Fin.1 Bodge, 

budget basis budget and 

actual _ 


Cash Flow Statement 

Cash flows from operating activities 


Receipts 

Property Rates 
Services Charges 
Grants 

Other receipts 


53,717,000 

336,188,000 

392,576,000 

46,260,000 

828,741,000 


Suppliers and employees (69 ® 

(707,122,000) 

Net cash flows from operating 121,619,000 

activities ---- 

Cash flows from investing activit j®* 

Purchase of property, plant and (140,276,000) 
equipment 

Capital assets _ 

Net cash flows from investing (140,276,000) 
activities _—- 

Cash flows from financing activities 
Repayment of borrowings (1,800,1. ■)_ 

Net increaseZ(decrease) in cash (20,457,000) 


. 53,717,000 49,372,482 £,344,518) 

. 336,188,000 242,423,912 

. 392,576,000 388,261,513 ’ 

4 395,000 50,655,0 00 56,052,697 5^3 9^69 - 

' 4,395,000 833,136,000 736,H U,o04 (97^396)_ 

(4 395 000) (703,990,000) (646,658,278) 

5 838 000) (13. 365,000) (11,889,655) jM ggj. 

-(■in 933.0001 (7 17,355,000) (658,54/,94J)_ ^!^L- 
(5,838,000) 115/781,000 77,562^71 (38,218,32 ) 


and cash equivalents 
Cash and cash equivalents at 
the beginning of the year 
Cash and cash equivalents at 
the end of the year 


64,618,000 

44,161,000 


(38,850,000) (179,126,000) (85,810,916) 93,315,084 
-(38^850^000^7^79^126^000) (85^810^916) 93^315^084 

(1.800, 000) (4,458,797) (2,658,797) 

"(44,688,000) (65,145,000) (12,707,042) 52,437,958 

64,618,000 116,036,352 51,418,352 

~ (44,688 100) (527,000)^03,3297310 103,856,3lT 




1WAKHAD0 LOCAL MUNICIPALITY 

SSJFinTnda. Statements for the year ended 30 June 2017_ 

Accounting Policies _____ 

1. Basis of preparation ponerallv Recognised Accounting 

sr—~ -—’ 22<3) - R " ,n “ 

Mana 9 .m«ni Ad (Ad 56 of 2003). ^ ^ aceo „ tl „ g a „d „ accordance with historical 

-—■=»^ r “f:;rrr^ 

Assets, liabilities, revenues and expenses were not offset, except wne 

specified otherwise. 

1.1 presentation currency 

These annual financial statements are presented in South African Rand. 

1.2 Property, plant and equipment held for use in the 

more than one period. 

Tte r 1 *“ ,0 ,he 

. rSSSfSL can ba measured reliabl,. 


Praoertv Dlant and equipment is initially measured at cost. 

a 

rebates are deducted in arriving at the cost. 

where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of aequisi i . 

an item ol propen,, plant and '“nV.I^SSTdi” *e?he cost). If the 

amom ‘ 9 “" , d te as 

Costs include costs incurred mifial* to infhe^Sg amount of an item of 

The initial estimate of the costs of dis."antfingtrlSTteSlSSSd to mcurluch'exp^nditJe, and where the 

or using I. to, purposes other than the production o, I—. 

Me,or spare pads and Sron^Srfi'Tt.nneSS'Sh an" » d 

*££and equipment. 

L, such as spa,, pads, stand* equfcmen, and semicihg equipmeh, are recognis* .hen .he, mee, the de.nihon of 
property, plant and equipment._________ 


MAKHADO local municipality 

5Intmn7nda. Statements for the year ended 30 June 2017 

Ac counting Policies 

2 “==:—.- 

residual value. . 

Pr0peiw . plan, - -- * carrier, * -1- —— —*" - « m ' Pa,m ”“ 

Th e „.e,„l aw. ot ».ms o, propel,,. pM and 


Depreciation method Average useful life^ 


Land and Buildings 
Land 
Buildings 
Other assets 

Furniture and fittings 
Air conditioners 
Office machines 
Computer hardwares 
Transport assets 
Infrastructure 

Roads .Bridges and Storm water 
Pedestrian malls 
Electricity 
Security measures 
Community Assets 

Buildings and other assets 
Recreational facilities 
Watercraft 

Emergency equipments 
Plant and equipments 
Landfill sites 
Bins and containers 


Straight line 
Straight line 

Straight line 
Straight line 
Straight line 
Straight line 
Straight line 

Straight line 
Straight line 
Straight line 
Straight line 

Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 


indefinte 
30 years 


7- 

5- 

3- 

5- 


10 years 
9 years 
7 years 
6 years 
9 years 


3- 


100 years 
20 years 
20 - 60 years 
3-7 years 

30 years 
20 years 
15 years 
15 years 
15 years 
5-10 years 
5-10 years 


5- 

2 - 


• Bins ana coniameis .. 

IZ——- - - - - —- ~ - * is me ^ 

benefits or service potential expected from the use of the asset. 

Assets under construction 

Assets under construction are stated at cost and not < 

1 3 Going concern assumption 

T n«ae anno., financial a—a - M on ine eapaCion « ,na .nn.ip* will confine I. opera* as 

going concern for at least the next 12 months. 


t depreciated until the respective assets are completed and ready for use. 
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MAKHADO local municipality 
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Accounting Policies 


1 4 Intangible assets 

A„ .mandible asset is an ideate norwnonetar, asset, -ou, physical substance. 

• -— ,to ”- ; - n 

the form of a contract. 

« future economic bene«ts o, sendee potential mat a™ attnbutabt. to .be asset will 

. ZZXSSSSXt-* can be measured M. 

Intangible assets are initially recognised at cost. 

ilStassi 5 

I"^berated brands. mas,beads, publisbln, «es. customer » and ».ms a,mi,, in substance a„ no, as 

AmodistrtioMs^rovided to »me do»m tbe ln,u 9 ,ble asse*. on a stra.b, «ne basis, to tbeir residua, oaiu.s a, tolloes: 

Useful life 

Hem 6 years 

Computer software 

Intangible assets are derecognised: 

I 2TSS£ economic ben.«s o, semlc. potential are expected bom ds use o, dispell. 


MAKHADO local municipality 

Financial Statements for the year ended 30 June 

Accounting Policies__ 


to a financial asset of one municipality and a financial liability or a residual 
A financial inalrument la an, contract «>a, gives naa to a financial 

interest of another municipality. . , or financial liability is 

rm. - - - - -—-———- a "' s,ru ™"' fluc,ua, ‘ “° auss 01 chaws " 

financial position. . 

an arm's length transaction. 

A financial asset is. 

• a residual interest of another municipality, or 

! ”33sS a "“«aa“t Sar«S a Spa.«, and., —, ft* an, pofanfiall, 
favourable to the municipality. 

debt instrument. 

A T - SissSs^^S^ss£r«- •» —» — 1 * “ ,he m • ,n " ip " ,, ■ 

market interest rates. ------- 
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1.5 Financial instruments (continued) nhlioations associated with financial 

L „,„ cbtrrmitment is a f,rm co— ,0 provide cmdl, und., Preyed terms and »„d„,oas. 

Loans payable are financial liabilities, other than short-term payables on normal creditfluctuate because of changes in 
Market risk is the risk that the Sr'1Scfrit"wSSo Sand oltw prke risk. 

"ilssssss 

assets of the municipality. 

disposed o, the financial instrument. ^ „ „omd.n»a«wr hnancla,liabtlitto, mat have tiked 

jjzzz .—-—-— 

and whose fair value cannot be reliably measured. 

Financial instruments a, fair value compose Unsocial assets o, financial llabilihes that am: 

• ,h and,or 

. «is acquired or incurred PTOJ*!, toriS, TSdife) knaScial instruments that are managed together and tor 

HSS paymenB M are al 

? irVa iS“Snrd d o no, me., the detention o, hnancia, instrument, at amodised cos, or hnancal 
instruments at cost. 

TtTmumdpaiity has the to,lowing *ms o, hn.ncia, assets .classes and category, as reheated on the tone - the statement o, 
financial position or in the notes thereto. 


Class . .._„ 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Consumer debtors - Exchange transactions 
Consumer debtors - Non-exchange transactions 


Category 

Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
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1.5 Financial instruments (continued) fgce of the statement of 

The entity has the following types of financial liabilities (classes and category) 
financial position or in the notes thereto. 


Class 


Payables from exchange transactions 


Finaneiali liability measured at amortised cost 


““ , '“ an " k> " . „ . „ nanca , ass e, 0 ,. .nano*, M in as statement o, financial position v*en the municipal*, 

ZSZ22S22- —■—• 

Tha municipality recognises financial assets using Bade data accounting. 

Initial measurement of financial assets and financial liabilities olus in ,he case o, a financial asset or 

“ss;it=. • •—- 

issue of the financial asset or financial liability. 

• Financial instruments at fair value^ 

• Financial instruments at amortised cos 
. Financial instruments at cost. 

„ financial assets maasutad a. amoitisad cost, of cos,, are subiec, ,0 an impairment 

WKBH& 

SSSSi“tKS3££2 ^ ™ av *“ te 0Me,vabte ™ 

Reclassification 

The municipality doas not 1or'“ “ 

becomes the cost. . ^ 

If a reliable measure becomes av ^ a ^g°; e a e n '7e e q u t heT t to n be measmeriuai^vaTu^the municipality reclassifies the 
available, and the instrument would have been requireo 10 oe 

instrument from cost to fair value. 



Accounting Policies --- 

1 .5 Financial instruments (continued) 

nrm, -,—> - - - - ■—-«—- wr >a,ue * 

recognised in surplus or deficit. recognised in surplus or deficit 


asset 

s-ss T , 

by the municipality from a group o f JwwJ ass ®J s , et bemuse of financial difficulties; 

: jsss^KSSSJ^SHs'— wy ”“ ,p ”“ 

. Accounts with a provision factor of more than 10, and 
• Accounts handed over for collection. 

to make the assessment for possible or actual impairment. 

Pinanrial assets measured at amortised cost: 

If there is objective evidence that an impairment ,0SS ^ n J" a ^ ^lue oTeshmated 

"loot of the loss is maasotsd as «. < mmc. » «"• 'SJ) discounted at th. Sn.itcial^ °W«' 

ssatffjssss?— *• ““ of ,n 

loss is recognised in surplus or deficit. 

If in a subsequent period, the amount of the impairment loss to rLvfrsed^a^sting an 

event occurring after the impairment was recognised,, thep usly^ ^ 9^ financjal asset that exceeds what the amortised 
a r= a Smsed at the date the impairment is reversed. The amount of 

reversal is recognised in surplus or deficit. 
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1.5 Financial instruments (continued) 

Derecognition 
Financial assets 

The municipality derecognises financial assets using trade date accounting. 

- - ■-» 

ssaasss »—— 

liability or servicing liability at fair value. 

o. o, , financial — In m ««, * — *— - «" 

consideration received is recognised in surplus or deficit. -ntirotv the 

„ a transfer Coca not t.,a» In Oa^n.lon Ccans, « —-S»ttSST-S3« 

ownership ofthe transferred asset, the municipality continijt og^ ^ rnunjcjpality reC0 gnises an Y r ® ve ™® on f e 

«— «£■ n— > te «-• ana “* * ssoe,s,ea 

revenue, and the associated expenses are offset. 

Financial liabilities .. . 

S nguish^ P 

An exchange between an existing borrower and lender of debt JSsSlyT wSSSlsSmitaS! substantial modification 

£5 onl —*,t " “"*> 

and having recognised a new financial liability. 
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«-•.—«—- ■—- -•——* * 
expense in surplus or deficit. statement of financial position 

A financial asset and £££*2^3^ — 3 " d " ^ ^ °" 

transferred asset and the associated liability. 


1.6 Significant judgements and sources of estimation uncertainty and assumptio ns that affect the 

isismm-”"— 

sssbsssssss^a^ 

assets. 
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gig— iudg— and — o, —on nncadairt, 

Other provisions obligation. In the process 

provisions ar. measured as lire ,h * eSSeTmS'S!te 

materialise in future. The tact value of the provisions. 

together to arrive at the weighte 9 available Additional disclosure of 

Post retirement benefits t flf defined benefit pension 

P—**■-» benel«s l b, 

S^^5HSSSawSS&-«®' 

±r^r=r.-...—•-~ 

Note 19 - Employee benefit obligations. 


Effective interest rate 

Tha municipality used lira pnma interest rat. to discount tutu,, cash flows. 

Allowance for doubtful debts . btf . debts Management makes certain 

SSSSi STdSSCS SSSSt <-»- -— 

The^mumci^lrty ^®^' s ^r^^g° 0 frne 
value of money. 


Depreciation, amortisation, residual values and useful lives 


Depreciation, amortisation, iwiuuui *« ... 

Depreciation and amortisation recognised on property, P' 3 "* ^^s^eusTfJl liSnd rSdilal wLesof assets are 
reference to the useful lives and residual values ° f the u conditjon at t he end of the period of use, its current use 

based on management's estimation of the asset s condrtioi , P f finance t0 replace the asset at the end of its useful 

expected future use and the life and residual value management considers 

£ and minimum service requirements of the assets. 

Deferred income __ 

Propaid ««, tip* Pot*" * — — « - rST “* ^ ^ “* “ - 30 

June 2017 based on the Contour Prepaid Electricity vending system. 
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,.6 V**c*p«m*» - u "“ rtaln '’' ,COn “" l,edl 

Heritage assets not depre ciated due to the 

a* in — g «, — 

Impairment of non financial assets . to relv on the use of estimates 

SM'Sr ^paii -*• —W ■>< 

Investment property is property (land or a Duiraing v 
0f b °‘. h ’ rat SKe°p r roduction or supply of goods or services or for 
. administrative purposes, or 

. sale in the ordinary course of operations. ^ ^ admjnistrative 

, h M for use i n the production or supply of goods 
Owner-occupied property is property held for use in me p 

Where investment property is acquired through a non-exchange transaction, s cos . 

acquisition. reolace a part of, or service a property. If a 

s-ssst *+*■ ,he Mw,n9 - ” p, “* d p,n ,s 

derecognised. 

Cost model . 

. . at rnst tess accum ulated depreciation and any accumulated impairment losses. 

property, which is as follows. 


Item 

Property - land 
Property - buildings 


Useful life 
indefinite 
30 years 


sms istsajsa <*—- 

1.8 Conditional grants and receipts 

Revenue received from conditional grunts, donations andI fan*« thf!de“the' tte catena. 

bssi a»r=»- - *—“ 

revenue. ____—--- 
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1.9 Heritage assets 

S£c^ S °” 

■5 s ^5S e «a t !^e ”f reliabiy. 

Heritage assets are measured at cost. 

in accordance with the specific requirements of other Standards of GRA ■ 

Where a heritage asset is acquired through a non^xchange transaction, its cost is measured at its fair value 
of acquisition. 

„ „, u e „ tbe amount to. -on an asset couid no exchanged. 0. a MW -M. —» i—.able, -ng 
parties in an arm's length transaction. 

Heritage assets, which are culturally sign f ifi cj^ on t P he type of the asset 

uncertainty regarding their estimated useful - makes estimates and assumptions about factors such as the 

s . 1 

. oarh rPDOrtina d ate whether there is an indication that the heritage asset may be impaired. If 

15,' SSfSSSSSC ,£S,T«,i » —• 

Tho municipality derecognises tho heritage ,s!e J “ is deterrSined as the 

• — s “ h *" n “ ,s 

recognised in surplus or deficit when the item is derecognised. 

1.10 Budget information 

Municipalities at. <n>ica», su0,ec, to nudge,a„ mm in tne torn, o. appropriations o, budge, authorisations ,or edumaient). 
which is given effect through authorising legislation, appropriation or simila . 

General purpose financial reporting by the municipality shall provide information on whether resources were obtained and used 
in accordance with the legally adopted budget. 

Tbe approved budge, is prepared on a aecnrai basis and presented by eccmomic dasshicahon Hmd to pedomranoe outcome 
objectives. 

The approved budget covers the fiscal period from 2016/07/01 to 2017/06/30. 

SJSS5 "ee b nSd^ in £ S^S^^SSSSSi anSu" nts. 

1.11 Heritage assets 

is. _ rraenit nf na<st events and from which future economic benefits or 
Assets are resources controlled by an municipality as a result of past events 

service potential are expected to flow to the municipality. 

Carrying amount is tbd amount a, which an assat Is recognised a«er deducting accumulated impairment losses. 

accordance with the specific requirements of other Standards of GRA . 
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in an arm's length transaction. 

The municipality separately discloses expendrture to repa.r and maintain hentag 

statements (see note). . , the 

T p, municipality discloses relevant Ho— reiating I. — under cons— Oe.eiopmen,. 
financial statements (see note ). 

The municipality operates in an iSdS^SiS of government in South Africa, 

onVyrnW.es e ^thin n the national sphere of government are considered to be related parties. 

Hu;—— 

reauired to perform such functions. 

and 

business are disclosed. 

1.13 Borrowing costs 

Borrowing costs are interest and other expenses incurred by the municipality in connection with the borrowing of un s. 
Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.14 Value added tax > /4T a t n no 

TPs municipality is tegistemd .or value Add*, T„ ,VA ? — ^a— d'.clatss 

& - » ■** •» «*** »’*' “" sid “* ,ion “ “ 
that*tax period. The municipality accounts for VAT on a monthly basis. 

1 15 Commitments 

Commitments ate no, teco— in M — - — P— - • —»■ « - " 

the following cases: 

; —«u.SSJSJH, ptoOm, and tns conttac, has been a— atthe tepotting dam. and 

. where disclosure is required by a specific standard of GRA . 

thereby incurring future expenditure that will result in an outflow of cash. 

1.16 Leases 
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1.16 Leases (continued) 

When a lease includes both land and bondings elements, the en.it, assesses .he dassifebon of each element sepatatel,. 

Financial Position at the inception of the lease, as is the corresponding finance lease liabil ty. 

arrangement conveys a right to use the asset. 

Finance leases - lessee 

included in the statement of financial position as a finance lease obligation. 

Th« discount tats used in calcolating tha prssant value of the minimom lease payments Is the interest rat. implieit in the lease. 

cha'rge™ ^Ke^S^S^lS™ 
of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessee 

1.17 Inventories 

The mu**service pet.nbal associated — the item ah. flow to the municipality; 
(b) the cost of the inventory can be measured reliably. 

Initial recognition and measurement 

condition. 

Where inventor, I. acguired by the munidpalh, tor no o, nominal consideration (i.e. a non-evch.nge transadion), the cos. is 
deemed to be equal to the fair value of the item on the date of acquisition. 

Subsequent measurement 

determining cost is the weighted average cost method. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

Redundant and slow moving inventories are identified and written down from cost to net realisable value with regard to their 
estimated economic or realisable values. 

Difletences arising on the v.lrrabon or inventor, are recognis-I Insnrplus or «inthenarIn •*»»,,"£££ 

iszstrssssisrs » - pen- , a*, „ 

occurs. 

Land inventory held by the municipality for the purpose of resale is carried at cost and accounted for as inventory. 
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1.17 Inventories (continued) 

o, inventories is recognised as an expense in the period that the invent was w*n ott or oonsonred. 
unless that cost qualifies for capitalisation to the cost of another 

When inventories a. soid. the casing a— o, those invents are revised as an expense in the period ,n which the 
related revenue is recognised. 

1.18 Impairment of cash-generating assets 

SEXSnTh^^^ 

— 

mtuf^ ^Se"f2SS Smother assets or 

qroups of assets. 

Costs of disposal are incremental costs directly attnbutab.e to the disposal of an asset, excluding finance costs an income 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its usefu re. 

Pair value iess rmsts to sei, * the amount *.inah, torn -he sat, o, an asset in an arm’s iength — hetween 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

Useful life is either: pvnected to be used by the municipality; or 

g IS eSLed to be obtained from the asset by the municipality. 

Identification 

When the carrying amount ot a cash-genarating asset ex»eds rts recoverable amount, it is impaired. 

Unpmreth'ifar^ysuch^idlStioned^Uhr^^x^xatdywmlinrdestrwrecoeerafctearnount'ofthe*asset 9 

SeST^ 

S^sS^n^ 

of the current reporting period. 
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1.19 Impairment of non-cash-generating assets , 

commercial^emr^wheln ifte deploy^^nTm^ner^OTnsisteirt'with that^adopt^by^^ofrtS^nted'entity. 0 

Non-cash-generating assets are assets other than cash-generating assets. 

. ^„ re ™, ise d i„ As srateraeot of financial position aflat deducing an, 

a commercial 

=*- ZSSBZZtt 0,to “ seK " 

CosdTof dktposll are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 

expense. . ,... 

Deprecation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful Id . 

pal value less costs to set, is the .count .CainaPle frcn « sate - - asset ,n an sraVS ^ — — 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher ot a non-cash-generating asset's Air value less costs to sell and its value in use. 

Identification , 

When the carrying amount of a non-cash^enerating asset exceeds its recoverable service amount, * . 

Irrespective of whether there is any indication of comparing its 

indefinite useful life or a non-cash-generat.ng mtangib e assenot U rf^ a t the same time every year. If an 

bk? r sjpswMM ssr* ~ for ' mpa " en ’ 

before the end of the current reporting penod. 

1 20 Share capital / contributed capital ...» 

An equity instrument is any contract that evidences a residua, interest in the assets of an municipality after deducting a o , 
liabilities. 
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1.21 Employee benefits 

Short-term employee benefits 

leave ^nc^skd^teave! 1 bonuses 6 a^d° no'n-monete^tenefits^such ^medfca^care^ ar^r^ognts^^th^^hod^n^htch'the 
service is rendered and are not discounted. 

service is rendered and are not discounted. 

Short-term employee benefits include items such as. 

Wages, salaries and social security “""““I* SdSu* reporting period 

leave) where the compensate for me ^sences is due to ““ and performance related payments payable 

5T£E SSKSiR SeCr^n Sch tbe employees render tbe reiated servrce. 

The expected cos. of bones pa,men,, is rermgnised as an expense when flier, is a legal or constructive oblige.,on to make 
such payments as a result of past performance. 


Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

Actuarial gains and losses compose ex^ence 

9 ainS and l0SS6S " SUrP ' US ° r d6fiCit " thS reP ° rtin9 Wh ' Ch ^ 

occur. 

Crimea, service cos, is .he merer*, in the pres.nl value of the defined honef. obligation result,ng bom employee service the 
current period. 

Interest cos, is the increase during a period in the present value of a defined benefit obligation which arises because the 
benefits are one period closer to settlement. 

Pas, sendee cos, is the change m the e-entvalue of m. dmined I^K^bSTofi^rXSS 

=s ^.sksc: srsK&nj-A- ris j^sest-ss 

SSSSS’SS 3 .'•» entity recognize pas, sendee cos, as an expense in 
the reporting period in which the plan is amended. 

The return on pian asset, I, interest, dividend, an.I other ryu. d g^b om 

ttjszxs fjiMsusa ss^sssr... su.«^ «- 
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1.21 Employee benefits (continued) 


1.21 Employee Denen»\wuu«M«w# 

The entity account not only for its legal obligation under Snstmdhlrobligation where the 

obligation that arises from the entity’s informsPJ^benefits An example of 9 a constructive obligation is where a change in 

™ amount deteimined as a detined bone,, ma, bo negative (an -* The en„y — the resulting aaae, a,. a 

l0Wer .° the amount determined above; and | b| . the form 0 f refunds from the plan or reductions in future 

* ?oXurnstThe 0 S the present^ue of these economic benefits is determined using a discount rate 

reflects the time value of money. 

Any adjustments arising from the limit above is recognised in surplus or deficit. 

SSsS^ — materiaBy fr ° m ^ 

amounts that would be determined at the reporting date. 

Tbo entity teniae, tbe no, total o, ,b. «9 “ -* 

requires or permits their inclusion in the cost of an asset, 
current service cost; 

SJSertS return on any plan assets and on any reimbursement rights; 
actuarial gains and losses; 
past service cost; 

. reS^^ 

The entity uses tbe Protested Unit Credit Method to unfcSitMeSfemlSerknown as 

related otrien, sendee cost and. whereJXiSim « “? f"? 1 f “™" as 

Medical aid post retirement obligation 

The entity provides post-retirement health bare benefits upon retirement to some retiree. 

The entitlement to t wrt ^ e « reI,1e «* ^^n^Ml^MKm.dwI^wts ofthesebeneffl^.re^acwuedoverttie’per^'oferwlo^^t. 

annuai char " ,o “ ° 

these liabilities. 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

finance, assumptions „e based on madre, onions, a, the repoding date, fo,the pedod eve, which die obtigahon, am to 
be settled. 

ISd estimated term of the post-employment benefit obligations. 
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1.21 Employee benefits (continued) 

P TSH sliSCt Z HI.« «——" - 9 “ s 

. level.« an, elate bene«a « adec,the bene® ‘ 

. those ctfanges'were enacted before tte reporting #ta|# benefits will change in some predictable manner, 

• £25 f b th 

inflation and specific changes in medical costs. 

Actuarial a.aumptione ate included in note 19 - Employ b.n.B «***«■ 

1.22 Provisions and contingencies 

p '”': ons HSH * sr ■■ssx’A'zssl- .—- - ■—- 

. rSabljSmiTca’nbe made ol trie obligation. M ioation at the 

The amount o, a priori la the beat e.timate o. ,h. expends expeemd ,o be ,united to aedle the pteaen 

m - - - - mone U material, the — o, a ptoviemn ,a me pteaen, - o, the expend,ute, 

- 

A ptoviaion ia uaed onl, to, expend,utea to, which Ihe p,ov,aion waa oogmA 
The following provision exists within the municipality : 

Provision for landfill site rehabilitation 

amortized cost. 


Provisions are not recognised for future operating deficits. 

„ an enti* ha, a cdnltac, that ia onetoua, ,h. pteaem Ration <net o, — - the connect . mcognwed 
measured as a provision. 
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1.22 Provisions and contingencies (continued) 

A constructive obligationr to "" r *"2S”3« at least: 

' h “^Si^SS^.S^n9un»=on«-n«,: 

: r fSS, ESS! “™~.to number o. empWees who wii, be compensatedsendee, being 

''""'tb^tipenditutes that will be undertaken; and 

ratS •- S-— - - — bV S “' n9 ” ' mP “ 

pkrti^rannouncing itsmain features to those affected by it. 

A restructuring provision includes on,, the direct esperditures artsing horn the — ring, which are those that 

I tt d to the sale 

N o obtigabon anses a. a consequence otm.tsateo r bans.r - an operaton unbith. monied ,s—d to m. ,a« 
nr transfer that is, there is a binding arrangement. 

After then initio, region contingent tiab.es recognrsed in ent* combinations the. am recognised separate* 

subsequent* measured at »» f^ro^ aJ , , sion , 8 „ d 

! the amount Initial* recognisedless cumulabve amortisatron. 

Contingent as»«. and contingent M-es are no, reco,—- Contingencies are disdorred ,n no,. 39. ^ 

debt instrument. 

Loan cwnmitment is a litm commitment to provide credit under pre-specified temts and conditions. 

-ut-ow o, redoes* P— * region to guarantees require, i^ent. indwatmns « 

an outflow of resources may be probable are. 

: f^SSMSSSf—- “— a " d ,ha 

“ and ,mpac ' on 

the ability of entities to repay their obligations. 

'^SSZESSZSZ* *-—- ««■ -» ua “ cs and c ”'“ m9a, “ A,sa s ' 


1 23 Revenue from exchange transactions 

KTiSSSW^ 
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1 23 Revenue from exchange transactions (continued) 

Revenue from exchange .reactions consists pdmart, of sendee charges, rentals, «-»=- <""»«"»■• — "*»»*,«■ 
other income. 


i received or receivable, net of trade discounts and volume rebates. 


Measurement 

Revenue is measured at the fair value of the consideration i 

Fair value is ft. amount ft- -eh an asset coutd be exchanged, or a Iftflhr -»*. ■>“«'* ” 

an arm's length transaction. 


Rendering of services 

When the outcome o, a transaction iiwohdng ft. 5US 

: r»*SSS2potential assocftted with the transaction will How to the 

When setvices are peitormed by an lift.J™™'* iJa'Snre'ttatsSeMKmeS’beBer represents?hestage 

T^JSioTwSeTa s'tSc S « ™«e" sign«ican, than an, after acts, the rendition of ftvenue is postponed until 
the significant act is executed. 

When the outcome o. ft. transacbon involving ft, tending oftsendees cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service tees inciudad in ft, pdc o. the product are realised as revenue over the period during which ft, sendee ft 
performed. 

Interest earned 

Revenue a ^ s jng^frorr^the of s^rvice^otenbat^soctat^^ith the transaction will flow to the 

municipality, and 

. The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Service charges relating to electricity 

Service charges relating to electricity are " ^^“aa.^sS'cSmSftnaft ftOOjSe/as revenue when 

Revenue from the sale of electricity prepaid meter cards ® l J^ n ^^ j t ^ |y P ° 1 ^ estimate ^bas^on trend analysis and 
prepaid electricity consumed is made and revenue's adjusted a 9*- Qf e(ectricity in the month of June is fully 

“ntedTr whSS^ ‘he application of the approved tariffs, fees and charges is 

generally recognised when the relevant service is rendered. 
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1.23 Revenue from exchange transactions (continued) 

Refuse removal 

- ! - 

Service charges 

-— 

Rental income 

Ren.a, M. hr r^nlaod on on ad hoc b»,s - -**- " h “ “ ^ 9r °” dS ' 

of tents etc. and is charged using the relevant approved tariffs. 

Licenses and permits 

Reoano. o, apocihc hcns.0 ond por- hr r.cogn.sod on an *, non.t-J.-™** 1 “> — * *" 
Department of Transport and adopted by the municipal council on a yearly basis. 

Other Income 

Other income included amongst others the following. 

• Sale of bid documents; 

• Advertising; and 

. Sale of municipal land 

1 24 Revenue from non-exchange transactions 

™“ be 

returned to the transferor. 

“““ *" “ ^ P "“" - * ° b "“” s an °" 

ssswssss 

exchange. 

EW OOSO S POM through «ro h« oro amouM. that or. auaiabl. lo benoh«,n« rugardteaa o. whothor or no. *o, pa, 

taxes. 
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1.24 Revenue from non-exchange transactions (continued) 

~ _ 

Fines are recognised »* “ 'Kn*? »"™"> *» * 

r P d ,n^^ . . „ ake „ 

““:„r ssatsats szxsa >- —■- ■* ■—- -• . Th 

Relevant disclosures should be made on the assumptions^to £g 

through fines on the transaction date of the fines issued. 

Non-exchange transactions are transa*ions ™ nic 7aK^^^ in exchange, or 

Tax expenditures are preferential provisions of the tax law that provide certa.n taxpayers wrth conces 

The taxable event is the event that the government, legislature or other authority has determined will be subject to, taxation^ ^ 
of the law. 

Transfers „e in.o«s o, Mure economic bene*s o, segno. pole- bom nonrexchange Imnsedhins, Che, Ihen .axes. 
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1.24 Revenue from non-exchange transactions (continued) 

“T_—-—--- 

—---—- 

and methodologies: 

. Revenue livable, - Revenue ““ 

■ *• ® Sonsidem no action being t.Ken; 

liability is recognised as revenue. 


Assets anSing from fines are measured at tbe best estimate of the inflow of resources to Ihe 

Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting 

Government grants _ m|e when rt is probable that the future 

L12 from property rates is ***'” “ 

1.25 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1 26 Events sfter reporting d3te . .u 

. US. mat are ind^bve of conditions tba, arose atte, the reporting date (nonius,lag events after .be reporting 

The municipaHy will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 
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1.26 Events after reporting date (continued) , 

of users taken on the basis of the financial statements. 


1.27 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in 


presentation in the current year. 


Current year comparatives (Budget) 

Budget information in accordance with GRAP 
financial statements. 


1 and 24, has been provided in a separate disclosure 


note to these annual 
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1.27 Comparative figures (continued) 

Prior year comparatives 

When the presentation or dassfficat^ o f /Trettatement ITnot required by a 

SL'Sions and —. a» *0 «*»-■ 

Where material accounting errors, which relate to prior there has been a 

33SM WW — -—W as „r as is p—. - - - 

year comparatives are restated accordingly. 

Certain comparative figures have been reclassified. 

^ nu.ure and rs.s», ,or« ~n and —, are disced in no,a cordon 0 , pdo, penod a,™ 
financial statements. 

1.28 Unauthorised expenditure 

*>«- “»- * ™'" «*"• n °' *■ ac “ ,dance " i,h 

the purpose of the main division. 

M expenditure retatlnpunardltorised Bq* . » 


1 29 Fruitless and wasteful expenditure 
Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care een 
exercised . 

„ expenditure « ,o tn.id.ss - --J- 


1 30 Irregular expenditure 

the Public Office-Bearers Act, (Act No - 20 of1 998 ’ municipality or in accordance with the municipality’s 


(b) 

(c) 

(d) 


Irregular expenditure excludes unauthorised expenditure. 


Irregular expenauuic - ■ . 

2^T£a"^ 

updating the note to the financial statements. 

SrTd" 
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1.30 Irregular expenditure (continued) , . h the 

Irregular expenditure that was incurred and ex^ndSumrSisten' If "iaSVthe irregular expenditure 

municipal council must be recorded appropriately the irregu xpe ^ jn , aw immediate steps must thereafter 

ran be attributed to a person, a debt account must be crea ______ , no * nossjble, the accounting officer or accounting 

be taken to recover the amount from the person con “™® d - , _ e SU c h in the^elevant note to the financial statements The 
authorS may write off the amount as debt impairment an‘ '^fthe ln^uter ejenditure has not been condoned and no 
^regular expenditure register must also ^ain ajinst he^tevant programme/expenditure item, be 
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Notes to the Annual Financial Stateme nts-__-- 

2. New standards and interpretations 

2 1 Standards and interpretations effective and adopted in the current year 

,n the current year, the municipality has adopted the following standards and interpretations that are effechve 
fmancial year and that are relevant to its operates: 

GRAP 108: Statutory Receivables 

™ obi e*e * fei, Standcd * .0 pr.sebb. account — <0. - 

disclosure of statutory rece.vables. transitional 

, ~ ?—"• ““ P " 

provisions, as well as the effective date. 

Th, effective date of the ataodard is not yet set by the Minister of Finance. 

The impact of the standard is not matenal. 

2.2 Standards and interpretations issued, but not yet effective manriatorv 

f^r^^murhcip^li^s accountog periSs°teg^nnmg d on d or after O^Tu^O^ToMater periods^ P 

* et. e,»H 9 rrt Of GRAP on Recognition and Derecogntion of Land 

IGRAP 18'Interpretation of the Standard ot 

* ;i;:i, 

When an en«y — fee, .con,,* - « nfs^ot^^^ 

'I) ^SSd“d«SSenk o, land, the 

"t w ° ,GRAP lo , 

accordance with th. principles ta «. 

The effective date of the interpretation is tor years beginning on or after 01 Apnl 2019. 

Th. municipality .specs to adopt fee interpretation to. .he «time in fee 20,9 annua, financial St—. 

„ * unilKet, feat fee interpretation - have a nrateda, InrpaC on fee municipals annua, tmancia, statements. 

GRAP 12 (as amended 2016): Inventories 

Amendments to fee Standard o, GRAP ITmS'frS^ 

Sm a '?h,°r 9 'i i 'mS'fe KA?i2"on^Inve^s (IPSAS 12, a. a result 0, fee IPSASB's Improvement. to 
issued in March 2016. 

The most significant changes t0 4 the T ^^."ShTtreatment of transaction costs and other costs incurred on assets acquired 

• srssssss 

• ’, P 2 SA »S TrTSw inventories" and provides a description o, wha, > comprise, ,n 

accordance with Government Finance Statistics terminology 


The effective date of the amendment is for years beginning on or after 01 April 2018. 
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Notes to the Annual Financial Statements 

2. New standards and interpretations (continued) 

it is unlikely that the amendment will have a 


material impact on the municipality's annual financial statements. 


GRAP 16 (as amended 2016): Investment Property 


GRAKIOiasamenucu - 1 tovt and 

s ,=- orap =n —, ^srsssssssz sst 

inconsistencies in measurement requirements "i GRA made t0 , AS 40 0 n Investment Property (IAS 40) as a 

3E1Z K^^^ents to IFRSs 2011 - 2013 Cycie issued in December 2013. 

The most ^^gj'^jfovements; To clarify the J^^^thT'^rEpte^GRAP ^Tparagraph^S: and To clarify the 

for a no “ ta " asset or 

combination of monetary and non-monetaryassets. n the standards 0 f GRAP on Transfer of Functions 

’ %S£! ?£S» T Un'S™n.r5nW and' M W-I «*“ « ins " 

owner-occupied property. 

The efccwe date of the amendment Is for yearn beginning on or after 01 April 2018. 

„ i, unlikely that the amendment edit have a material impact on th. murUctpaUVs annual financial statements. 


GRAP 17 (as amended 2016): Property, Plant and Equipment 


GRAP 17 las amenucu aw iv,. . .-i- 

Amendments to the Standard of GRAP on Property, P |an ^" d ^ 

and inconsistencies in measurement requirements ^ (pSAS 1? on propertyi p| a n, and 

‘ he -M^r^u^&s Improvements to IPSASs 2014 issued in January 2015 an 

Improvements to IPSASs 2015 issued in March 2016. 

The most ^- "£“^^1^ 

. s—»—- - ■ 

combination of monetary and non-monetary assets. f {h carryin g amount and accumulated 

. IPSASB amendments: To clarify the relation met odology of^ejjany 9^. method of 

depreciation when an item of property, ptant. ^ 7 P £rth 1 , . , pSAS 17 . The term “specialist military 

sssvwras sszr^ss ixx 

K^SS-intL SSTeRAP 17, -rile the produce grcln, on besre,plants -I remsm -trn 
the scope of GRAP 27. 

The effective date of the amendment is for years beginning on or after 01 April 2018. 

,t is unlikely that the amendment will have a material impact on the municipality's annua, financial statements. 

GRAP 21 (as amended 2016): Impairment of non-cash-generating assets 

Amendments to the Standard SSS oSpSAsK .mpai SSS -« 

IPSAS 21 on Impairment of Non-Cash-Generating Assets ^ <*> 

Assets issued in March 2016. 

Th. roost iS'essis of cohdusion, sod Coropahson IPSASs to redact th. IPSASB’s 

recent decision on the impairment of revalued assets. 

The effective date of the amendment is for years beginning on or after 01 April 2018. 

, material impact on the municipality's annual financial statements. 
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2 . New standards and interpretations (continued) 

GRAP 26 (as amended 2016): Impairment of cash-generating assets 

Amendments Changes to the Standard of 

IPSAS 26 on Impairment of Cash-Generating Assets (IPSAS 26) 

Assets issued in March 2016. 

™ r' *ssr ■>« oo—o >" a c °^°" "* h ipsass “ re " ea ”” ,PSASBs 

recent decision on the impairment of revalued assets. 

The effective date of th. amendment is for years beginning on or after 01 Apnl2018. 

,, in unlikely the. the amendment .ill have a material impact on th. mumclpaiif/s annual .nanciai statements. 

GRAP 31 (as amended 2016 ): Intangible Assets 

Amendments to the Standard of GRAP on «“”“anges 

S3Z Assets (IPSAS 31, as a fe- o, .be IPSASS. Improvements 

IPSASs 2014 issued in January 2015. 

TO mos,s S n, m Ob» X ,o r — 

s-ssssss?— - ■ 5—-- “ or * 

combination of monetary and non-moneta^ assets of the carrying amount and accumulated 

• S2,- SSJ5. assets is revalued, and To cfarif, aocep.able methods ot deprecating 

assets 

The effective date of the amendment is for years beginning on or after 01 April 2018. 

„ ,e uni*.,, the, the amendment .ill have a mafenal imp* on the municipal./, annual financial statements. 

GRAP 103 (as amended 2016): Heritage Assets 

resulted from editorial changes to the ongmal text. 

The most S Q^' l i^! 1 jmpnii^nems^ro^ferdy < tlfe e traatmemof transa^m^ooste^nd cferfy'the 

combination of monetary and non-monetary assets 
The effective date of the amendment is for years beginning on or after 01 April 2018. 

,t is unlikely that the amendment will have a materia, impact on the municipality's annua, financial statements. 
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New standards and interpretations (continued) 


GRAP 20: Related parties 

An that prepares and presents .hancial statements end., the accrual basts el accounting (In thts standard referred to 
as the reporting entity) shall apply this standard in. 

•; SSSrsr.r-- 

. determining the disclosures to be made about those items. 

This standard requires disclosure of related party with the Standard 

r G r P ^ This standard a,so appiies to individual annual financiai 

statements. 

Disclosure c, related pad, —* SEStfST 

SS opportunities lacing the erttt,. This disclosure also ensures 

", “e replug SJ is treneplrert, about its dealings — related parties. 

The standard state, th.t a related pad, Is a p^on or SSTJSS.Trfl 

- has control or joint control over the reporting entity, 

has significant influence over the reporting entity; 

is a member of the management of the entity or its controlling entity. 

• An "2 SS’.tSSa' SS 25?SSrL» conbolling «*. con,re« 

an economic entity of which the other entity is a member), 

; 

related re^heeirtity. ffiSSSWSKS a wgj-. J*— « — “ « -* 

that entity (or its controlling entity). 

The standard furthermore states that related party transaction is a transfer of resources, services or obligations between the 
reporting entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of. 

Close member of the family of a person; 

• Management, 

• Related parties; 

• Remuneration; and 

• Significant influence 

The standard sets out the requirements, inter alia, for the disclosure of: 

• Control; 

• Related party transactions; and 

• Remuneration of management 

The effective date of the standard is not yet set by the Minister of Finance. It is unlikely that the standard will have 
material impact on the municipality’s annual financial statements.-------- 
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3, Inventories 

Land inventory 
Consumable stores 


91,022,300 91,467,300 

13,682,222 10,519,649 

104,704,522 101,986,949 


Land inventory 

Land inventory 
Opening balance 
Add: Land inventory added 
Less: Inventory issued (disposed) 
Less: Transfer to LIM 345 
Inventory adjustment for the year 


91 467 300 111,400.200 

’ . 9,070,000 

(185,000) 

(260,000) 

( 29,002,900) 

91,022,300 91,467,300 


Inventory consumables 


Inventory consumables 

10,519,649 

10,086,671 

Opening balance 

13,775,601 

12,730,289 

Add: Inventory purchases 

(8,468,813) 

(11,504,439) 

Less. Inventory issued 

(2,144,215) 

(797,772) 

Inventory adjustment for the year — 

13,682,222 

10,514,749 

4. Sundry debtors 


50,000 

50,000 

Rental deposits 

22,489,255 

2,669,046 

Other receivables 

183,143 

987,735 

Third parties vending commission 

- 

550,000 

Other receivables 

138,853 

138,853 

Creditors with debit balance - 

22,861,251 

4,395,634 

Vhembe District Municipality 


24,521,252 

23,662,342 

Gross balance 

(24,521,252) 

(23,662,342) 

Impairment 

- 


Vhembe District Municipality - provision for impairment of trade and other receivables 


(79,549,052) 

(55,886,710) 

Opening balance 

(24,521,252) 

(23,662,342) 

Provision for impairment 

(104,070,304) 

(79,549,052) 
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5. Receivables from non-exchange transactions 
Traffic fines 
Traffic fines 

Receivables from traffic fines were impaired during the year as follows: 

Gross balances 
Impairment 


Reconciliation of provision for impairment of receivables from non-exchange transactions 


Opening balance 
Provision for impairment 


6. Consumer debtors 

Gross balances 

Rates 

Electricity 

Interest 

Refuse 

Sundries 

Vat 

Other 


Less: Allowance for impairment 

Rates 

Electricity 

Interest 

Refuse 

Sundries 

VAT 

Other 


Net balance 

Rates 

Electricity 

Interest 

Refuse 

Sundries 

VAT 

Other 


2017 2016 

12,280,933 

3,666,048 

18,706,681 

7,332,096 

(6,425,748) 

(3,666,048) 

12,280,933 

3,666,048 

tions 


3,666,048 

1,814,073 

2,759,700 

1,851,975 

6,425,748 

3,666,048 

51,902,726 

48,254,138 

58,701,860 

43,373,035 

27,880,873 

25,675,810 

10,299,740 

9,729,488 

9,903,010 

9,901,803 

7,829,353 

4,247,261 

1,136,029 

1,061,206 

167,653,591 

142,242,741 

(32,998,159) 

(28,055,813) 

(37,320,839) 

(25,089,066) 

(17,725,803) 

(14,857,041) 

(6,548,258) 

(5,629,868) 

(6,296,030) 

(5,729,576) 

(4,977,662) 

(2,457,634) 

(722,252) 

(614,056) 

(106,589,003) 

(82,433,054) 

18,904,567 

20,198,325 

21,381,021 

18,283,969 

10,155,070 

10,818,769 

3,751,482 

4,099,620 

3,606,980 

4,172,227 

2,851,691 

1,789,627 

413,777 

447,150 

61,064,588 

59,809,687 
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6. Consumer debtors (continued) 


Included in above is receivables from exchange transactions 

Electricity 

Interest 

Refuse 

Sundries 

Vat 


21,381,021 

10,155,070 

3,751,482 

3,606,980 

2,851,691 

413,777 


18,283,969 

10,818,769 

4,099,620 

4,172,227 

1,789,627 

447,150 


Other 

42,160,021 

39,611,362 

Included in above is receivables from non-exchange transactions (taxes 

and transfers) 

18,904,567 

20,198,325 

Rates 


61,064,588 

59,809,687 

Net balance -- 

Rates 

6,890,572 

11,302,840 

Current (0 -30 days) 

2,214,633 

1,685,458 

31 - 60 days 

1,839,936 

1,640,988 

61 - 90 days 

2,580,527 

5,064,937 

91-120 days 

38,377,058 

28,791,588 

121 - 365 days 

51,902,726 

48,485,811 

Electricity 

32,774,542 

27,425,690 

Current (0 -30 days) 

3,531,150 

1,990,284 

31 - 60 days 

3,274,588 

738,263 

61 - 90 days 

1,754,910 

720,056 

91-120 days 

17,366,670 

12,498,741 

121 -365 days 

58,701,860 

43,373,034 

Interest 

2,462,306 

1,646,051 

Current (0 -30 days) 

1,120,648 

793,552 

31 - 60 days 

1,096,191 

717,661 

61-90 days 

1,146,331 

685,846 

91-120 days 

24,155,397 

21,832,700 

121 - 365 days 

29,980,873 

25,675,810 

Refuse 

950,377 

1,043,328 

Current (0 -30 days) 

333,807 

323,770 

31 - 60 days 

305,289 

319.455 

61 - 90 days 

300,253 

305,569 

91 -120 days 

8,410,014 

7,737,366 

121 -365 days 

10,299,740 

9,729,488 
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6. Consumer debtors (continued) 
Sundries 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 


Vat 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 


Other 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 


2,616,629 

1,325,167 

394,592 

305,338 

210,615 

192,634 

178,923 

210,380 

6,502,251 

7,868,284 

9,903,010 

9,901,803 

3,843,709 

2,837,502 

535,583 

409,129 

484,111 

231,380 

253,990 

248,801 

2,711,960 

520,450 

7,829,353 

4,247,262 

189,828 

77,041 

81,687 

10,356 

76,514 

14,259 

92,039 

18,192 

695,961 

941,358 


1,136,029 1,061,206 
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6. Consumer debtors (continued) 

Summary of debtors by customer classification 


Residential 
Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 - 365 days 
> 365 days 

Less. Allowance for impairment 


Industrial/ commercial 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 
> 365 days 

Less: Allowance for impairment 


Agriculture 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 
> 365 days 

Less: Allowance for impairment 


Total 

Current (0 -30 days) 

31 - 60 days 
61-90 days 
91-120 days 
121 -365 days 
> 365 days 

Less: Allowance for impairment 


Less: Allowance for impairment 

Current (0 - 30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 
> 365 days 


14,193,450 

2,828,067 

2,631,994 

2,473,741 

14,119,823 

37,648,009 

33,815,240 

4,771,591 

3,144,728 

6,767,341 

16,415,801 

51,995,322 

73,895,084 

(46,980,224) 

116,910,023 

(67,428,877) 

26,914,860 

49,481,146 

22,751,693 

4,007,046 

2,925,965 

3,027,341 

13,450,819 

17,378,516 

4,882,568 

396,743 

315,891 

321,465 

1,837,552 

4,681,163 

63,541,380 

(40,397,657) 

12,435,382 

(8,369,113) 

23,143,723 

4,066,269 

12,782,820 

1,376,988 

1,729,255 

705,893 

4,548,434 

9,073,739 

7,062,492 

376,324 

362,435 

316,559 

1,553,587 

3,457,614 

30,217,129 

(19,211,122) 

13,129,011 

(6,635,064) 

11,006,007 

6,493,947 

49,727,963 

8,212,100 

7,287,213 

6,206,974 

32,119,076 

64,100,264 

45,760,299 

5,544,658 

3,823,054 

7,405,366 

19,806,940 

60,134,099 

167,653,590 

(106,589,003) 

142,474,416 

(82,433,054) 

61,064,587 

60,041,362 

(31,615,511) 

(5,221,001) 

(4,632,986) 

(3,946,203) 

(20,420,323) 

(40,752,979) 

(26,476,061) 

(3,208,036) 

(2,211,948) 

(4,284,607) 

(11,459,928) 

(34,792,474) 
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2017 


2016 


6. Consumer debtors (continued) 

(106,589,003) 

(82,433,054) 

Reconciliation of provision for doubtful debts 

Opening balance 

Allowance for impairment 

Amounts written off as uncollectible 

82,433,054 

45,652,960 

(21,497,011) 

106,589,003 

58,251,152 

31,047,735 
(6,865,833) 

82,433,054 

The creation and release of allowance for impaired receivables have been included in operating expenses in the statement 
of financial performance (note 30). 

includes all debt older than 30 days, and considers past and current payment patterns. 

7. Cash and cash equivalents 



Cash and cash equivalents consist of: 

Primary bank account 

Short-term deposits 

Guarantee 

Petty cash and floats 

9,994,289 

93,212,776 

97,045 

25,200 

103,329,310 

31,324,904 

86,548,730 

94,415 

20,200 

117,988,249 


No impairments occurred during the current year Average rate.off investmente teB.37 %Tte 

“ rrnrrir,: s' srasTSSi? <»*«« 

respectively. 

The Municipality has provided bank guarantees to the amount of R97.045 <2016: R 94 ' 4 J 5 ^^ C,aUSeS 

in contracts P concluded with South African Post Office for printing and posting of municipal monthly statements. 
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20,205 

677,186 

97,045 


7. Cash and cash equivalents (continued) 

The municipality had the following bank accounts 

Account number / description 

FNB BANK - Primary account - 
623-0832-9988 
FNB BANK - Investment 
account - 623-0833-0779 
FNB BANK - Investment 
account - 624-0465-0435 
FNB BANK - Call account - 624- 
8284-3408 

NEDBANK - Investment account 
788-1085-81-000020 
NEDBANK - Investment account 
788-1085-81-000021 
VBS MUTUAL BANK- 
Investment account 
MAK0005854 
VBS MUTUAL BANK- I 
nvestment account- 
MAK010029570006 
VBS MUTUAL BANK- 
Investment account- 
MAK010029570005 

Total 

8. Investment property 


Bank statement balances 
30 June 2017 30 June 2016 30 June 2015 30 
9,994,289 34,595,388 


20,005 

649,951 

94,415 

20,106,849 

50,595,377 

15,176,548 


6,166,376 

16,324 

627,126 

92,460 

40,093,973 


Cash book balances 

June 2017 30 June 2016 30 June 2015 
9,994,289 31,056,601 6,370,354 


20,205 

677,186 

97,045 


20,005 

649,951 

94,415 

20,106,849 

50,595,377 

15,176,548 


16,324 

627,126 

92,460 

40,093,973 


41,370,387 

51,144,997 


41,370,387 

51,145,057 



2017 


Cost / 
Valuation 


Investment property 


Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment__ 

14,452,542 


18,455,888 (4,003,346) 


Cost / Accumulated Carrying value 

Valuation depreciation 

and 

accumulated 
impairment_ 

17,795,188 (1,836,542) 15,958,646 


Reconciliation of investment property - 2017 


Investment property 


Opening 

balance 

15,958,646 


Additions 

671,111 


Impairments Depreciation 
(1.802,773) (374,442) 


Total 

14,452,542 


Reconciliation of investment property - 2016 


Investment property 


Opening 

balance 

11,869,731 


Disposals Prior year error Depreciation 
(38,888) 5,013,260 (885,457) 


Total 

15,958,646 


Pledged as security 

No investment property of the municipality was pledged as security. 
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9. Property, plant and equipment 


Land and buildings 
Machinery and equipments 
Furniture and office equipments 
Transport assets 
Computer equipments 
Infrastructure assets 
Community assets 

Total 


-55T7- 2016 I 

Cost 

Accumulated Carrying value Cost 

depredation 
and 

accumulated 

impairment 

Accumulated Carrying vaiue 
depredation 
and 

accumulated 

impairment 

346,060,014 

27,156,663 

10,682,630 

49,106,432 

8,606,566 

2,142,149,696 

54.721,041 

2,638,483,042 

(37 414 227) 308,645,787 348,943, UJ3 

(17403 865) 9,752,798 30,241,275 

(6 360,760) 4,321,870 10,211,009 

(34 254,345) 14,852,087 45,963,940 

(6 226,229) 2,380,337 7,667,943 

(860 737,324) 1,281,412,372 2,096,886,532 
(21888,564) 32,832,477 60,777,154 

■ (984.285,314) 1,654,197,728 2,600,690,886 

(28,120,451) 320,822,582 
(18,673,434) 11,567,841 

(5,668,312) 4,542,697 

(25,732,500) 20,231,440 

(5,730,319) 1,937,624 

(774,227,037) 1,322,659,495 
(24,833,538) 35,943,616 

(882,985,591) 1,717,705,295 


Reconciliation of property, plant and equipment - 2017 


Land and buildings 
Machinery and equipments 
Furniture and office equipments 
Transport assets 
Computer equipments 
Infrastructure assets 
Community assets 


Opening 
balance 
320,822,582 
11,567,841 
4,542,697 
20,231,440 
1,937,624 
,322,659,495 
35,943,616 

•>4 7 -rnc OflC 


Additions WIP additions lisposals 
capitalised 

(1,292,343) 


Transfers Depreciation Impairment 


Total 


1,166,179 
1,602,046 
884,312 
3,412,411 
1,340,653 
66,332,684 
3,011,488 


(518,798) 

18,937 


(4,455,434) 



(1,290,467) 
(1,231,339) 
(218,006) 
(255,702) 
(30,716) 
(32,331,525) 
289,886 


(3,365,963) 

(2,204,687) 

(887,133) 

(4,080,628) 

(863,408) 

(91,621,906) 

(1,308,389) 

(104,332,114)" 
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9. Property, plant and equipment (continued) 


Reconciliation of property, plant and equipment - 2016 


Opening 

balance 


Land and buildings 
Machinery and equipments 
Furniture and office 
equipments 
Transport assets 
Computer equipments 
Infrastructure assets 
Community assets 
Leased vehicles, Office and 
Furniture Equipment 


Additions 

capitalised 


WIP additions Disposals 


313,035,186 

14,147,905 

4,583,047 


13,056,088 
2,483,287 
1,329,911,418 
33,418,802 
7,903,260 


153,144 

1,115,248 

700,248 


1,096,592 
327,987 
160,648,826 
1,577,490 


21,564,982 


36,870,023 

9,306,067 


Transfers out Redassificatio 
n 


(9,616,027) 


(663,306) 


539,196 

7,364,064 


- (111,761,007) 
(6,312,281) 


Foreign 

exchange 

movements 

(520,319) 

(299,264) 

(260,799) 


4,929,509 

1,844 


(7,903,260) 


Prior year Depreciation Impairment 
errors 


Tot 


(617,184) 


13 794 3841 “ 320,81 

(3,252931) (143,717) 11,51 

(956,504) (62,491) 


4,5* 


(5,375,322) 
(820,744) 
2 313,229 (89,697,254) 

(1,428,709) 


20,2: 

1,9 


(176,185) 
(54,750) 
(5,625,740)1,322,6 
(569) 35,9 


Pledged as security 

No property, plant and equipment of the municipality were pledged as security. 

Reconciliation of Work-in-Progress 2017 


Included within 
Infrastructure 
36,870,023 


Included within 
Community 
9,306,068 


Included within 
Land 

21,564,983 


Total 

67,741,074 


Opening balance 
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9. Property, plant and equipment (continued) 


Reconciliation of Work-in-Progress 2016 


Opening balance 
Additions/capital expenditure 
Other movements - transfer to expenses 
Transferred to completed items 


Included within 
Infrastructure 
136,200,032 
114,405,046 
(57,884,663) 
(155,850,392) 

36,870,023 


Included within 
Community 
6,312,281 
2,993,787 


9,306,068 


Included within 
Land 

9,616,028 

12,498,955 

(550,000) 


21,564,983 


Total 

152,128,341 

129,897,788 

(58,434,663) 

(155,850,392) 

67,741,074 


At the reporting date all asset classes were 
year end and below are the asset categories 


assessed for impairment and the following classes 
that have been impaired by the following amounts: 


of assets were 


2017 

1,520,739 


Infrastructure assets 70,224 

Machinery and equipment 62,492 

Furniture and fittings 2,177 

Computer assets 
Transport assets 

Library books 9 189,531 

Land and buildings J 


impaired at 


2016 

5,625,740 

143,717 

62,492 

54.752 

176,183 

570 


6,063,454 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 


10. Intangible assets 



2017 



2016 


Cost 

Accumulated 1 
amortisation 
and 

accumulated 

impairment 

Carrying value 

Cost 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 


(3,524,874) 

2,021,728 

4,609,783 

(3,116,330) 

1,493,453 

Reconciliation of intangible assets - 2017 

Intanqible assets (finite) 

Opening 

balance 

1,493,453 

Additions 

140,000 

Other changes, 
movements 
796,819 

Amortisation 

(408,544) 

Total 

2,021,728 

Reconciliation of intangible assets - 2016 

Intangible assets (finite) 

Opening 

balance 

1,670,599 

Additions 

14,500 

Prior period 
error 
277,293 

Amortisation 

(468,939) 

Total 

1,493,453 


Pledged as security 

No intangible assets of the municipality were pledged as security. 
11. Heritage assets 
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11. Heritage assets (continued) 


Heritage assets 


' 2017 ^ - 

Cost 

Accumulated 

impairment 

losses 

Carrying value 

Cost 

Accumulated 

impairment 

losses 

carrying vaiue 

2,160,329 

- 

2,160,329 

2,160,329 


2,160,329 


Reconciliation of heritage assets 2017 


Heritage assets 

Reconciliation of heritage assets 2016 


Heritage assets 



Opening 

balance 

2,160,329 

Total 

2,160,329 

Opening 

balance 

2,115,329 

Prior year 
errors 
45,000 

Total 

2,160,329 


Pledged as security 

No heritage assets of the municipality were pledged as security. 

Expenditure incurred to repair and maintain heritage assets 

l„ me current year, me municipality bid net incur an, expenditure (2016: B nil) to repair or maintain the hontage »»«• 


12. Borrowings 


Development Bank of South Africa (DBSA) 1 : Current portion 

The loan is unsecured, bears interest at 9.86% and repayable on 31 March 

Development Bank of South Africa (DBSA) 1 : Long-term portion 

The loanTs unsecured, bears interest at 9.86% and repayable on 31 March 

Development bank of South Africa (DBSA) 2 : Long-term portion 

The tan is unsecured, bears interest at 5% and repayable on 31 March 2018. 

Development bank of South Africa (DBSA) 2 : Current portion 

The loan is unsecured, bears interest at 5% and repayable on 31 March 2018. 


Non-current liabilities 

At amortised cost 

Current liabilities 
At amortised cost 


1,295,261 

1,147,866 

- 

1,324,146 

- 

386,531 

381,953 

359,021 

1,677,214 

3,217,564 

_ 

1,710,677 

1,677,214 

1,506,887 
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_2017_ 2016 

13. Finance lease obligation 
Minimum lease payments due 


- within one year 

4,288,678 

4,237,842 

- in second to fifth year inclusive 

7,623,554 

11,912,232 


11,912,232 

16,150,074 

less: future finance charges 

(1,573,188) 

(2,657,739) 

Present value of minimum lease payments 

10,339,044 

13,492,335 

Present value of minimum lease payments due 

- within one year 

3,356,340 

3,077,634 

- in second to fifth year inclusive 

6,982,704 

10,414,701 


10,339,044 

13,492,335 

Non-current liabilities 

6,982,704 

10,476,191 

Current liabilities 

3,356,340 

3,077,634 


10,339,044 

13,553,825 

14. Payables from exchange transactions 

Accrued operating creditors 

60,952,298 

44,922,298 

Retentions 

17,280,342 

22,236,360 

Debtors with credit balances 

16,619,998 

8,930,889 

Other creditors 

8,885,423 

164,213 

Department of Labour 

1,729,364 

2,208,274 

Accrual for Section 57 bonuses 

464,902 

764,235 

Accrual for outstanding leave 

19,835,859 

21,018,644 

Accrual for 13th cheque 

4,970,137 

5,163,340 


130,738,323 

105,408,253 


Fair value of payables from exchange transactions 

Payables from exchange transactions 120,501,231 105,410,360 


The carrying amount of payables from exchange transactions approximates their fair values. 

15. VAT payable 

VAT payables 21,639,630 25,187,238 


56 






MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2017 

Notes to the Annual Financial Statements 

— 2017 2016 


16. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 

Municipal Infrastructure Grant 
Municipal Demarcation Transition Grant 
Electricity Efficiency Demand Side Management 


Movement during the year 

Balance at the beginning of the year 

Current year receipts 

Conditions met - Transferred to revenue 

Deductions in terms of Paragraph 5.4 of MFMA Circular 55 


10,203,767 

51,471,564 

2,602,193 

- 

12,066 

- 

12,818,026 

51,471,564 


51,471,564 

96,681,000 

(135,334,538) 

3,990,071 

196,346,042 

(144,874,478) 

(3,990,071) 

12,818,026 

51,471,564 


Included in the movement above for conditional grants are the following grants: 

MIG (Municipal Infrastructure Grant) - This grant is used to construct basic municipal infrastructure to provide basic services 
for the benefit of the poor households such as roads. The unspent conditional grant in respect to MIG is R 10,203,767 
(2016: R 51,471,564) 


MDTG (Municipal Transition Dermacation Grant) - The purpose of this grant is to subsidise the additional institutional and 
admistrative costs arising from major boundary changes due to come into effect after 2016 local government election. The 
grant only subsidies the additional adminstrative posts related to mergers (such as merging and changing adminstrative 
systems and cost related to changing staff. The unspent conditional grant in respect to MDTG is R 2,602,196 (2016 R nil). 

EEDSM (Electricity Efficiency Demand Side Management): The purpose of this grant is to help municipality to reduce 
electricity use through activities or programmes that promote electric energy efficiency or more efficient management of electric 
loads. The unspent conditional grant in respect to EEDSM is R 12,066 (2016 Rnil). 

INEP (Integrated National Electrification Grant) - This grant is used to address the electrification backlog of permanently 
occupied residential dwellings. The conditions of the grants were fully met. 

These amounts are invested in a ring-fenced investment until utilised. 
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2017 2016 


17. Consumer deposits 

Electricity 


11,952,836 14,631,732 


18. Deferred income 

The deferred income was estimated based on the average unit sales and rate per unit as at 30 June 2016 and 2017 based 
on the Contour Prepaid Electricity vending system. 


Deferred income 


99,165 80,899 


19. Employee benefit obligations 
Other employee benefits plan 

The municipality offers employees long rervice awards for every five years of service completed, from ten years of service to 45 
years of service, inclusive. 


Total long service awards liability 
Opening balance 
Current service cost 
Interest cost 
Actuarial gains/loss 

Subtotal 

Expected employer benefit vesting 
Transfer to LIM 345 


15,551,625 

14,984,973 

1,207,110 

1,190,290 

1,202,750 

1,104,269 

(1,169,259) 

(181,116) 

16,792,226 

17,098,416 

(1,655,281) 

(1,546,791) 

(1,316,425) 

" 

13,820,520 

15,551,625 


Post retirement medical aid plan 

The municipality offers employees and continuation members the opportunity of belonging to one of several medical schemes, 
most of which offer a range of options pertaining to levels of cover. 

Upon retirement, an employee may continue membership of the medical scheme. Upon a member's death-in -retirement, the 
surviving dependants may continue membership of the medical scheme. 


Total post-retirement health care benefits liability 

Opening balance 
Current service cost 
Interest cost 
Acturial gains/loss 

Subtotal 

Expected contributions (benefits paid) 

Transfer to LIM 345 


95,068,968 

83,126,563 

4,762,815 

4,584,079 

8,611,243 

7,499,603 

(2,611,682) 

1,039,331 

105,831,344 

96,249,576 

(2,422,102) 

(1,180,608) 

(6,234,587) 

- 

97,174,655 

95,068,968 
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19. Employee benefit obligations (continued) 

Reconciliation and projection of the unfunded accrued liability 


Carrying value 
Opening balance 
Current service cost 
Interest cost 

Expected employer benefit vesting 

Actuarial (gain) / loss recognised in profit or loss 

Transfer to LIM 345 


Non-current liabilities 
Current liabilities 


Key assumptions used 
Assumptions used at the reporting date: 
Discount rates used 

Expected rate of return on reimbursement rights 
Expected increase in salaries 
Expected increase in healthcare costs 


(110.620,593) 

(5,969,925) 

(9,813,993) 

4,077,383 

3,780,941 

7,551,012 

(98,111,536) 

(5,774,369) 

(8,603,872) 

2,727,399 

(858,215) 

(110,995,175) 

(110,620,593) 

(107,619,136) 

(106,393,525) 

(3,376,039) 

(4,227,068) 

(110,995,175) 

(110,620,593) 


8.35 % 

8.43 % 

1.58% 

1.24 % 

7.36 % 

7.10 % 

8.19% 

8.25 % 


The salaries used in the valuation include an assumed increase on 01 July 2017 of 7.36% as per the SALGBC Circular No: 
27/2016. The next salary increase was assumed to take place on 01 July 2018. 
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2017 2016 


20. Provisions 

Reconciliation of provisions - 2017 


Rehabilitation of landfill site 


Opening 

Balance 

6,941,741 


Change in 
estimate 
855,333 


Total 

7,797,074 


Reconciliation of provisions - 2016 


Rehabilitation of landfill site 


Opening Change in Total 
Balance estimate 
6,470,256 471,485 6,941,741 


The landfill rehabilitation provision consists of once-off costs to be incurred for rehabilitation of the current operational site 
and recurring monitoring costs. 

The costs were determined at an inflation rate of 5.1% (2016: 6,3%) per annum and were discounted to its present value. 

The municipality reassessed the period left to fully rehabilitate the landfill site in respect of anticipated recurring costs and 
non-recurring costs to 30 June 2017. 

Total non-recurring costs : R 2 375 139 
Total recurring costs : R 5 810 735 

The future value of the rehabilitation of landfill sites obligation was calculated by inflating the non-current rehabilitation cost 
to an estimated future cost which was then discounted to present value. 

Assumptions used : 

- Interest rate used is Prime lending rate at 10.50% (2016:10.50%) 

Provision for rehabilitation of landfill site 

The provision for rehabilitation of landfill sites relates to the legal obligation to rehabilitate land fill sites used for waste 
disposal It is calculated as the present value of future obligation, discounted at prime interest rate of 10.50%. Rehabilitation 
cost is assumed to increase at inflation rate of 5.1%. The payment of expenditures relating to rehabilitation is expected to 
occur after the 30th June 2017. 


21. Service charges 

Sale of electricity 
Refuse removal 


274,230,202 

8,821,149 

283,051,351 


276,556,156 

8,197,784 

284,753,940 


60 


MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2017 

Notes to the Annual Financial Statements 


22. Other income 

Burial fees 
Advertising 

Employee benefit vesting 

Trading licence 

Land sales 

Sundries 

Actuarial income 

Refunds 

Sale of tender documents 
Building plans 
Duplicates 

Vhembe water related services 


23. Property rates 

Rates received 

Residential 

Commercial 

State 


Valuations 

Residential 

Business 

Agricultural 

Municipal 

Churches 

Land reform beneficiaries 


2017 

2016 

89,973 

90,329 

24,530 

14,363 

4,077,383 

2,727,399 

269,303 

152,894 

6,694,127 

2,074,612 

(201,131) 

3,446,514 

3,780,941 

181,116 

- 

302,858 

1,111,045 

663,658 

163,710 

203,485 

- 

126,037 

33,721,208 

20,756,440 

49,731,089 

30,739,705 


33,095,307 

30,825,742 

17,080,379 

14,887,341 

7,811,468 

5,721,346 

57,987,154 

51,434,429 


4,561,928,898 

4,768,955,678 

1,572,840,000 

1,560,553,840 

4,192,818,609 

3,720,388,614 

177,449,000 

187,329,000 

102,793,000 

98,816.660 

308,445,000 

271,576,000 

10,916,274,507 

10,607,619,792 
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2017 2016 


24. Government grants and subsidies 



Operating grants 

Equitable share 

Municipal Demarcation Transition Grant 

Electricity Efficiency Demand Side Management 

Expanded Public Works Programmes (EPWP) 

Finance Management Grant (FMG) 

Municipal Systems Management Grant 

Local Government Sector for Education and Training Authority 

290,605,000 

4,111,807 

5,612,934 

1,281,000 

1,625,000 

1,065,513 

354,733,071 

5,000,000 

1,335,000 

1,600,000 

930,000 

358,815 


304,301,254 

363,956,886 

Capital grants 

Municipal Infrastructure Grant (MIG) 

Intergrated National Electrification Programme (INEP) 

106.613.797 
16,000,000 

122.613.797 

120.792.436 
17,000,000 

137.792.436 


426,915,051 

501,749,322 

Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 

All registered indigents received a subsidy of R 9,888,851 (2016: R 9,476,414) which is funded from the grant during the 
year. 

25. Revenue 



Fines, penalties and forfeits 

Government grants & subsidies 

Interest earned - outstanding receivables 

Interest received - investment 

Licences and permits 

Other income 

Property rates 

Rental of facilities and equipment 

Service charges 

6,770,709 

426,915,051 

12,088,573 

9,729,198 

17,648,309 

49,731,089 

57,987,154 

368,210 

283,051,351 

4,562,200 

501,749,322 

8,060,616 

7,213,850 

8,910,301 

30,739,705 

51,434,429 

317,795 

284,753,940 


864,289,644 

897,742,158 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

Service charges 

Rental of facilities and equipment 

Interest earned- outstanding receivables 

Licences and permits 

Other income 

Interest received - investment 

283,051,351 

368,210 

12,088,573 

17,648,309 

49,731,089 

9,729,198 

372,616,730 

284,753,940 

317,795 

8,060,616 

8,910,301 

30,739,705 

7,213,850 

339,996,207 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 

Property rates 

Transfer revenue 

Government grants & subsidies 

Fines, Penalties and Forfeits 

57,987,154 

426,915,051 

6,770,709 

51,434,429 

501,749,322 
4,562,200 


491,672,914 

557,745,951 
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26. Employee related costs 

Basic 

Bonus 

Medical aid - company contributions 
UIF 

Other payroll levies 
Leave pay provision charge 
Post employment benefits 

Travel, motor car, accommodation, subsistence and other allowances 

Overtime payments 

Long-service awards 

Housing benefits and allowances 

Standby allowance 

Group life insurance 


Remuneration of municipal manager 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Other 

Bonus 


Remuneration of chief finance officer 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 
Bonus 


Remuneration of director technical services 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Bonus 

Other 


Remuneration of director corporate services 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Other 

Bonus 


2017 2016 

146,735,783 

142,075,876 

11,490,202 

12,227,337 

14,006,434 

13,777,109 

1,140,130 

1,164,753 

60,341 

62,714 

3,599,273 

6,252,044 

29,199,327 

29,754,297 

8,907,102 

9,067,954 

20,513,797 

13,637,784 

6,050,416 

5,876,471 

372,834 

362,788 

2,612,976 

2,315,222 

1,163,964 

1,098,306 

245,852,579 

237,672,655 


986,872 

913,771 

364,076 

332,688 

274,101 

258,137 

19,737 

18,275 

- 

83,832 

1,644,786 

1,606,703 


706,285 

653,968 

336,544 

312,506 

134,313 

123,393 

54,497 

59,997 

1,231,639 

1,149,864 


713,387 

562,352 

266,948 

209,779 

101,659 

80,005 

62,052 

- 

14,268 

- 

1,158,314 

852,136 


657,757 

620,525 

269,962 

251,387 

155,657 

149,886 

13,155 

12,410 

62,052 

51,121 

1,158,583 

1,085,329 
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2017 2016 


26. Employee related costs (continued) 
Remuneration of director planning and development 


Annual Remuneration 

Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Bonus 

657,757 

354,500 

84,004 

62,052 

620,525 

334,333 

79,350 

76,682 

1,158,313 

1,110,890 

Remuneration of director community services 



Annual Remuneration 

Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Other 

Bonus 

657,757 

294,893 

130,456 

13,155 

82,737 

1,178,998 

620,525 
251,387 
149,886 
12,410 
68,162 

1,102,370 

27. Remuneration of councillors 



Mayor 

Speaker 

Councillors 

872,328 

644,271 

21,559,588 

23,076,187 

818,246 

56,299 

21,283,266 

22,157,811 

28. Depreciation and amortisation 



Depreciation 

Property, plant and equipment 

Investment properties 

Land and buildings 

101,421,013 

374,443 

3,829,588 

105,625,044 

101,530,863 

184,419 

3,794,383 

105,509,665 

Amortisation 

Intangible assets 

408,544 

468,939 



Total depreciation and amortisation 

106,033,588 

105,978,604 

29. Finance costs 



Trade and other payables 

Finance leases 

11,500,854 

1,244,016 

12,744,870 

12,135,358 

1,422,905 

13,558,263 

30. Provision for doubtful debts 



Provision for doubtful debt 

48,782,216 

59,663,626 

31. Repairs and maintenance 



Repairs and maintenance 

37,548,014 

39,496,178 
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2017 2016 


32. Bulk purchases 

Electricity 


198,262,205 219,288,145 


Included in the electricity bulk purchases is 11.58% R28,928,831 (2016: 19.69% R 36,074,723) which relate to distribution 
losses. Makhado Municipality gets billed by Eskom on a monthly basis for electncity used/or given to the municipality based 
on readings. 


33. General expenses 

Cost of sales: Land 
Advertising 

Assessment rates & municipal charges 

Bank charges 

Internal audit fees 

Municipal by-laws 

Consulting and professional fees 

Consumables 

IDP representation forums 

Local economic development 

Legal fees 

Auditors remuneration 

Bush clearing 

Insurance 

Bursaries 

IT expenses 

Formalisation of sites 

Township establishment 

Lease rentals on operating lease 

Levies 

Environmental management 
Debt collectors commission 
Expanded Public Works Programmes 
Fuel and oil 

Ward committees allowances 

Compilation of municipal valuation roll 

Postage and courier 

Printing and stationery 

Employees assistance programmes 

Royalties and license fees 

Security costs 

Workmens compensation 

Subscriptions and membership fees 

Telephone and fax 

Training 

Travel - local 

Uniforms 

Electrification projects expensed 
Ledig access road expensed 
Indigent policy 

Subscriptions and publications 
Magau access road expensed 
Non asset items 
Dumping site 
Meter reading 
Special programmes 
Actuarial losses 
Other expenses 


185,000 
402,226 
768,279 
3,202,428 
1,760,012 
22,807 
19,976,184 
1,728,623 
230,349 
123,639 
9,918,292 
3,954,638 
159,692 
3,188,184 
507,651 
332,301 
432,000 
23,952 
46,539 
2,142,684 
443,334 
2,223,857 
4,078,475 
9,538,783 
4,141,788 
97,434 
38,266 
3,353,320 
1,123,805 
451,462 
16,242,190 
2,161,704 
2,899,017 
4,016,881 
2,271,194 
4,536,970 
1,175,451 


9,888,851 

5,724,301 

25,554,103 

1,170,415 

1,788,486 

972,306 

2,862,256 

155,860,129 


220,000 

458,087 

592,015 

945,692 

660,696 

102,326 

10,108,649 

1,403,341 

147,239 

189,112 

3,686,471 

3,555,390 

79,787 

2,379,316 

435,401 

252,217 

305,249 

311,960 

417,840 

1,880,703 

308,030 

1,796,180 

4,469,831 

7,537,679 

4,545,098 

4,708,050 

7,501,714 

2,626,264 

1,324,969 

318,906 

16,587,659 

2,618,434 

2,892,368 

3,311,438 

1,976,487 

5,133,443 

1,020,998 

13,633,111 

13,072,967 

9,476,414 

2,593,256 

20,104,388 

170,106 

512,670 

2,085,434 

1,181,605 

1,039,331 

3,702,243 

164,380,564 
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34. Investment revenue 

Interest revenue 

Interest received from investments 

Interest received from primary account 


35. Interest earned- outstanding receivables 

Receivables 


36. Auditors' remuneration 

External audit 

37. Cash generated from operations 

(Deficit) surplus 
Adjustments for 
Depreciation and amortisation 
Loss on sale of assets and liabilities 
Loss on foreign exchange 
Finance costs - Finance leases 
Finance costs 
Impairment deficit 
Debt impairment 

Movements in retirement benefit assets and liabilities 
Movements in provisions 
Changes in working capital: 

Inventories 
Sundry debtors 
Consumer debtors 

Payables from exchange transactions 
VAT 

Unspent conditional grants and receipts 
Consumer deposits 


2017 2016 

6,751,793 

2,977,405 

3,574,912 

3,638,938 

9,729,198 

7,213,850 

12,088,573 

8,060,616 

12,088,573 

8,060,616 

3,954,638 

3,555,390 

(17,263,981) 

21,835,802 

106,033,588 

10,410,869 

3,850,483 

1,244,016 

1,771,656 

11,692,271 

48,782,216 

374,582 

855,333 

105,978,604 

394,648 

1,422,905 

4,921,508 

12,715,862 

59,663,626 

12,509,057 

471,485 

(2,717,573) 

(18,500,651) 

(33,397,931) 

21,479,587 

(3,547,608) 

(38,653,538) 

(2,678,896) 

(213,647) 

8,843,420 

59,575,511 

(34,534,597) 

13,119,801 

44,078,466 

929,273 

89,734,423 

311,711,724 
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38. Commitments 
Authorised capital expenditure 

Already contracted for but not provided for 

• Infrastructure - roads 

• Infrastructure - electricity 


Authorised operational expenditure 



Already contracted for but not provided for 

• Operational costs 

9,419,905 

10,019,543 

Total operational commitments 

Already contracted for but not provided for 

Total commitments 

9,419,905 

- 



Total commitments 

Authorised capital expenditure 

Authorised operational expenditure 

80,263,406 

9,419,905 

42,286,210 

89,683,311 

42,286,210 


77,566,849 27,268,188 

2,696,557 4,998,479 

80,263,406 32,266,667 


The commitments relate to plant and equipment and other operational costs. These commitments will be financed by available 
retained surpluses, internally generated funds and government grants. 
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2017 


2016 


39. Contingencies 

the below mentioned claims has been made as the municipality is confident in defending the claim. 


Dique Jan Arnold: The plaintiff claims damages for wrongful detention by 
municipality's traffic officers together with SAPS officer. 

Mabula NE: Claim for damages as a result of malicious prosecution of the 
plaintiff by the municipality's traffic officers at Vuwani SAPS. 

Antoinette Albertus Yeerdts: Claim for damages as a result of malicious 
prosecution of the plaintiff by municipality's traffic officers. 

Gobela: Claim for alleged services rendered for the training of councillors 
and officials of the municipality on anti-fraud and corruption. 

Synergy Income Fund t/a Hubyeni Shopping Centre: Claim for damages 
being costs to unblock the shopping centre sewerage line to be in proper 
order and cleaning of the shopping centre due to the sewerage spillage into 
the shops and municipal area. 

SGL Engineers CC Consulting: Outstanding payment for consultancy 
rendered during the construction of Tsianda Vuwani Road 
Lebea Attorney's /Ms Thovhakhale: Employee wrote a letter demanding for 
irregular placement of her post. 

Lebea Attorney's /Mr Murovhi L: Employee wrote a letter demanding for 
irregular placement of his post. 

Lebea Attorney's /Ms Singo M.E: Employee wrote a letter demanding for 
irregular placement of her post. 

Rejina Nagaretta, Dorosia Pretorius/Mabunda Attorneys: Damages to motor 
vehicle 

Tshituni Royal Council/Mabunda Attorneys: Land invasion 
Mudavhula N.E: Unlawful arrest and defamation of character. 

Itumeleng Bupape: Claims for damages 

Munzhelele Mashudu Maryrose: Claims for damages 

Ntsumi and Spectrum Service Level Aggrements: Cancellation of contract 

due to non compliance of regulation 32 of the supply chain management 

regulations. 

Getrusburg CPA: Claim for compensation for extracting water without the 
consent of the land owner 

Matshavha Thapelo Jeffrey: Claim for damages 

Department of Water Affairs and Sanitation: The Municipality extract water 
from the Middle Letaba Waterval Bulk Supply Main (Majosi) without the 
consent of the Department as the water authority 
I.P Mutshinyali settlement on resignation 
Rambuda unpaid overtime 


Contingent assets 


Maria Venter: Reconnection of electricity 

Shumani Phathani General Dealer: Irregular payment to a service provider 
for the services for which they did not render. 

Abnar Trading, L.I.Mel Trading, Athikundwi Trading and Projects & Rurhoo 
services which they did not render. 

Mabunda M.G: Damages of a municipal vehicle collided with Mr M.G 
Mabunda 


60,350 

60,350 

- 

100,000 

340,000 

340,000 

- 

6,369,750 

279,515 

279,515 

66,800 

66,800 

- 

1,000,000 

- 

1,000,000 

- 

1,000,000 

- 

45,000 

. 

250,000 

100,000 

100,000 

_ 

31,000 

- 

2,138,035 

5,290,389 

“ 

27,984,000 

- 

1,500,000 

- 

16,977,558 


1,389,571 

_ 

97,070 

- 

54,085,253 

12,780,450 

gement or ruling be in favour of the 

es as indicated below: 


22,636 

22,636 

216,500 

216,500 

490,000 

490,000 

- 

31,515 

729,136 

760,651 
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40. Risk management 


Capital risk management 

The municipality’s objectives when managing capital are to maintain an optimal capital structure to reduce the cost of 
capital. 

The capital structure of the municipality as disclosed in the cash and cash equivalents note, 7 and the equity as disclosed in 
the statement of financial position. 


This ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including current and 
non-current borrowings as shown in the statement of financial position) less cash and cash equivalents. Total capital is 
calculated as 'equity' as shown in the statement of financial position plus net debt. 


There are no externally imposed capital requirements. 

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year. 


Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient investment in cash to ensure that funding is available to 
settle liabilities as they become available. 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequately utilised borrowing facilities are monitored. 

The table below analyses the municipality's financial liabilities and financial assets into relevant maturity groupings based 
on the remaining period at the statement of financial position. 


There have been no changes in liquidity risk exposure by the municipality from previous year. 


At 30 June 2017 

Borrowings 

Finance lease liability 

Payables from exchange transactions 

Receivables from exchange transactions 

Receivables from non-exchange transactions 

Consumer debtors 

Consumer debtors (Vhembe) 


Less than 1 
year 

1,677,214 

3,356,340 

109,122,373 

523,422 

6,521,113 

171,026,830 


Between 1 and 
2 years 


79,549,052 


Between 2 and 
5 years 


At 30 June 2016 

Borrowings 

Finance lease liability 

Payables from exchange transactions 

Receivables from exchange transactions 

Receivables from non-exchange transactions 

Consumer debtors 

Consumer deposits 

Deferred income 

Cash and cash equivalents 


Less than 1 
year 

1,506,887 

3,077,634 

106,393,525 

83,057,134 

6,521,113 

73,294,250 

14,631,732 

80,899 

115,917,567 


Between 1 and 
2 years 
1,710,677 


60,046,303 


Between 2 and 
5 years 

10,449,154 


Over 5 years 


Over 5 years 
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40. Risk management (continued) 


Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with 
major banks with high quality credit standing and limits exposure to any one counter-party. 

This risk arises due to changes in the financial circumstances of the counter party and other factors subsequent to the 
municipality obtaining the financial asset. 


Sundry debtors, receivables from non-exchange transactions, consumer debtors and consumer deposits comprise a 
widespread customer base. Management evaluated credit risk relating to customers on an ongoing basis. Risk control 
assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings in accordance with limits set by the management. The 
utilisation of credit limits is regularly monitored. 


There have been no material change in credit risk exposure by the municipality from the previous year. 


Financial assets exposed to credit risk at year end were as follows: 
Financial instrument 

Receivables from non-exchange transactions 
Consumer debtors - Exchange transactions 
Consumer debtors - Non-exchange transactions 
Cash and cash equivalents 


2017 

22,861,251 

12,280,933 

42,160,021 

102,329,310 


2016 

4,395,634 

38,339,588 

19,773,829 

116,544,114 


Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are 
substantially independent of changes in market interest rates. 


The municipality’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose 
municipality to cash flow interest rate risk. Borrowings issued at fixed rates expose the municipality to fair value interest 
risk. 


the 

rate 


The municipality charge the interest rate of 15% on the outstanding customer accounts. 
For quantitative information on cash flow interest rate risk refer to liquidity risk above. 


41. Fruitless and wasteful expenditure 


Opening balance 

Add: Fruitless and wasteful expenditure - current year 

Less: Amounts condoned 

6,645,279 
609,247 
(7,251,769) 

3,929,446 

2,715,833 

2,757 

6,645,279 

42. Additional disclosure in terms of Municipal Finance Management Act 

Contributions to organised local government 

Current year subscription / fee 

Amount paid - current year 

2,756,339 

(2,756,339) 

2.489,660 

(2,489,660) 
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42. Additional disclosure in terms of Municipal Finance Management Act (continued) 


Audit fees 

Current year subscription / fee 
Amount paid - current year 

PAYE and UIF 

Current year subscription / fee 
Amount paid - current year 

Pension and Medical Aid Deductions 

Current year subscription / fee 
Amount paid - current year 

VAT 

VAT payable 


3,954,638 3,555,390 

(3,954,638) (3,555,390) 


- 

- 

36,713,626 

34,066,483 

(36,713,626) 

(34,066,483) 

63,499,467 

60,125,622 

(63,499,467) 

(60,125,622) 

21,639,630 

25,187,238 


All VAT returns have been submitted by the due date throughout the year. 
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42. Additional disclosure in terms of Municipal Finance Management Act (continued) 
Councillors' arrear consumer accounts 


The following councillors had arrear accounts outstanding as at 30 June 2017: 


30 June 2017 


Babadu T.M 
Babadu T.M 
Jones N.B 
Matumba A 
Matumba A 
Simangwe N.J 


30 June 2016 


Baloyi S R 
Mahladisa S V 
Mukhari M F 
Mukhari M F 


During the year the following councillors had arrear accounts outstanding for more than 90 days. 


30 June 2017 


Babadu T.M 
Jones N.B 
Matumba A 
Simangwe N.J 


30 June 2016 


Baloyi S R 
Mahladisa S V 
Mukhari M F 
Mukhari MF 


43. Irregular expenditure 

Opening balance 

Add: Irregular Expenditure - current year 
Less: Amounts condoned 


Outstanding 

Outstanding 

Total 

less than 90 

more than 90 

R 

days 

days 


R 

R 


278 

2,101 

2,379 

443 

1,267 

1,710 

_ 

2,480 

2,480 

225 

269 

494 

655 

2,340 

2,995 

958 

4,179 

5,137 

2,559 

12,636 

15,195 

Outstanding 

Outstanding 

Total 

less than 90 

more than 90 

R 

days 

days 


R 

R 


1,843 

5,934 

7,777 

1,109 

3,615 

4,724 

907 

5,645 

6,552 

212 

1,413 

1,625 

4,071 

16,607 

20,678 

g for more than 90 days. 



Highest 

Aging 


outstanding 

(in days) 


amount 



3,369 

90 


2,480 

90 


2,609 

90 


4,179 

90 


12,637 

360 


Highest 

Aging 


outstanding 

(in days) 


amount 



5,935 

90 


3,615 

90 


5,645 

90 


1,413 

90 


16,608 

360 


37,670,469 

117,619,072 


73,256,255 

152,980,778 


(99,650,061) 

(232,929,381) 


11,276,663 

37,670,469 
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44. Unauthorised expenditure 

Opening balance 
Incurred during the year 
Less: Condoned by Council 


22,992,036 

(22,992,036) 


22,992,036 


22,992,036 


45. Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management 
policy must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officer and includes a note to the annual financial statements. 

The following is the quotation and tender deviation for the year as approved by the Accounting Officer. The reasons for 
these deviations were documented and reported to the accounting officer who considered them and subsequently approved 
the deviation from the normal supply chain management regulations. 


Quotation deviations for the 2016/2017 financial year in terms of the Supply Chain Management Regulations amounted to R 
6 513 157. 


Quarter 

Quarter 1 
Quarter 2 
Quarter 3 
Quarter 4 


Amount 

1,793,620 

1,163,136 

1,123,776 

2,432,625 

6,513,157 
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46. Detailed explanation of variances between actual and budgeted amounts 30 June 2017 


Property rates 

Service 

charges 

Government 
grants and 
subsidies 
Rental of 
facilities and 
equipments 
Interest 
received- 
outstanding 
receivables 
Licences and 
permits 
Other income 

Interest earned- 

extemal 

investment 

Fines, Penalties 

and Forfeits 

Agency 

services 

Total revenue 


Current year 

Current year 

Variance 

% 

Explanations of material 

actuals 

final budget 


variance 

variances above 10% 

57,987,367 

52,992,000 

4,995,686 

9 % 

Collection was less hat what 
was budgeted and transfer of 
LIM345 

285,958,471 

314,562,000 

(35,715,735) 

-11 % 

426,915,051 

438,668,000 

11,752,949 

3 % 


368,210 

479,000 

(8,768) 

-2 % 

Less than 5% 

12,088,573 

12,901,000 

(812,427) 

-6 % 


17,648,014 

12,158,000 

(2,240,078) 

-18 % 

Licencing income collected was 
higher than budgeted 

48,633,223 

11,068,000 

8,265,915 

75 % 

agency revenue from Vhembe 
raised 

9,729,184 

4,035,000 

3,881,707 

96 % 

More investments were made 
during the year 


6,770,709 1,777,000 (664,946) -37 % Fines collected was higher than 

budgeted 

23,662,000 (23,662,000) 100 % Agency revenue raised 



Employee 
related costs 

(244,316,942) 

(277,990,000) 

Remuneration 
of councillors 

(23,076,187) 

(25,947,000) 

Depreciation 

(105,542,733) 

(125,678,000) 

Finance costs 

(13,133,657) 

(13,365,000) 

Lease rentals 
on operating 
lease 

(3,202,772) 


Debt 

impairment 

(80,532,867) 

(53,000,000) 

Repairs and 
maintenance 

(37,580,812) 

- 


33,997,543 

12 % 

Overtime was reduced and 
trransfer of LIM345 staff 

8,139,490 

31 % 

Salary increases from SALGA 
did not affect all councilors 

20,135,267 

16 % 

Reduced due to transfer of 
LIM345 assets 

(12,499,889) 

-% 


(3,202,772) 

100 % 

Water tankers expenditure 
incurred 

27,532,867 

52 % 

Consumer debtors wrritten off 
and traffic fines and Vhembe 
debt impairment 

(31,942,154) 

100 % 

Repairs incurred but 
reclassified to separate line 
item 


Bulk purchases 

General 

expenses 

(198,262,205) 

(133,241,357) 

(243,842,000) 

(182,819,000) 

68,878,826 

61,000,840 

28 % 

33 % Eskom refund on overcharging 
municipality and other cost 
cutting measures 

Total 

expenditure 

(835,686,760) 

(922,641,000) 

86,954,240 

-% 


Inventories 

Consumer 

debtors 

Current year 
actuals 
95,634,522 
74,450,816 

Current year 
final budget 
111,907,000 
158,628,000 

Variance 

16,272,478 

84,177,184 

% variance 

15 % 
53 % 

Explanations of material 
variances above 10% 

Transfer of debtors and 
writte off reduced debtors 
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46. Detailed explanation of variances between actual and budgeted amounts 30 June 2 

Cash and 
cash 

equivalents 

101,377,118 

108,658,000 

7,280,882 

7 % 

Investment 

property 

10,291,921 

27,190,000 

16,898,079 

62 % 

Property plant 
and 

equipment 

1,739,366,695 

2,130,486,000 

391,119,305 

18 % 

intangible 

assets 

1,300,045 

1,152,000 

148,045 

13 % 

Heritage 

assets 

2,160,329 


2,160,329 

100 % 

Borrowings 

1,677,214 

1,346,000 

331,214 

25 % 

Finance lease 
obligation 

3,356,340 

“ 

3,356,340 

- % 

Payables from 

exchange 

transactions 

131,799,185 

88,691,000 

43,198,185 

49 % 

Borrowings 

122,787,714 

124,151,000 

1,363,286 

1 % 


2,284,201,899 

2,752,209,000 

566,305,327 

343% 


Impairment assets in 
various areas 
Transfer of assets to 
LIM345 

capitalised IT software 

Capitalised heritage assets 
during the year 


leave days 


47. Related parties 

Makhado Local Municipality, is a category B municipality which in terms of the Constitution of South Africa, section 155 (1) 

(b) means, “A Municipality that shares executive and legislative authority in its area with a category C municipality within 
whose area it falls. “Vhembe District Municipality’.' 

Makhado Local Municipality is an performing agency services on behalf of Vhembe District Municipality. 

Council does not have and associates nor any joint ventures or any other form of association that may be defined as related 
parties. 

Relationships 

Members of key management Refer to note 26 

Remuneration of councillors Refer to note 27 

Vhembe District Municipality Water services 

Makhado Local Municipality is involved in an Agency relationship with Vhembe District Municipality. 

The municipality runs billing services for water consumption on behalf of Vhembe District Municipality. Expenditure of water 
related services was subsequently impaired by council. Refer to note general expenditure disclosure. 

Related party balances 

Loan accounts - Owing (to) by related parties 

Vhembe District Municipality 104,070,304 79,549,052 
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48. Transfer of functions between entities not under common control 
Transfer of assets and liabilities to LIM 345 

The muncipality transferred the following assets and liabilities to LIM 345, which is an entity not under common control on 9 
August 2016. 

The amounts recognised as of the transfer date for each major class of assets 

Infrastructure assets 
Machinery assets 
Furniture assets 
Transport assets 
Assets fair valued 
Computer assets 
Community assets 
Land inventory 


32,202,847 

1,226,205 

364.432 

366,633 

9,451 

26,978 

18,570,845 

260,000 

53,027,391 


The amounts recognised as of the transfer date for each major class of liabilities 


Provision for 13th cheque 
Provision for leave 

Post retirement benefits (Medical Aid) 

Post retiremenet benefits (Long service awards) 


104,387 

1,403,795 

6,234,587 

1,316,425 

9,059,194 


Gain or loss on transfer of function 

Gains/(losses) from transfer of functions between entities not under common control 


(27,440,214) 
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Analysis of property, plant and equipment as at 30 June 2016 
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